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Foreword 


The Pacific Conference of Churches is increasingly 
requested by the member churches to do studies on issues 
that affect the lives of people. Pacific Islanders are 
more aware now of many social concerns that were not so 
clear ten years ago. I am glad that PCC can play this ser¬ 
vant role in facilitating information and study materials 
to make the ordinary person in the congregation ask ques¬ 
tions on issues and concerns and try to find solutions and 
answers. The PCC Church and Society Programme has been 
requested to give particular attention to two increasingly 
important issues: tourism and transnational corporations. 

James Winkler was made available to the PCC by the 
Board of Global Ministries of the United Methodist Church 
in the USA to help with this study. He has appropriately 
titled his work "Towards an Understanding of Transnational 
Corporations in the Pacific Islands." Many of us do not 
quite understand the structure and complexity of this whole 
phenomenon. Jim points out that TNC structure is set up 
according to objectives and strategies for profit-making 
and is controlled by only a few people. The study looks at 
TNCs on a global scale and then focuses on the Pacific 
region with specific examples. 

This study resource is commended to the churches and 
the public as something that should provoke discussion and 
perhaps even some kind of action response. The Gospel calls 
us to go beyond the giving of charity to seek changes in the 
basic economic arrangements which leave some very rich and 
others very poor. There is also a danger in the emerging 
nations of the Pacific that the leaders might unwittingly 
help the big companies to further strengthen their already 
strong foothold. Some are already co-directors of major 
companies. These are the same leaders which play an impor¬ 
tant role in both the life of the church and the community. 

This study will help our people to be aware of the 
many facets of the power and influence of TNCs in our 
region. It will also help Christian congregations outside 
the region to know that their countries, in which many of 
these TNCs are based, are "unleashing giants" upon our small 
Pacific countries. A document approved at the recent Fourth 


Assembly of the PCC in May 1981, "The Pacific as an Arena 
of Increasing Competition, Conflict and Struggle", rings 
true as one reads this study on TNCs. 

The Church will always have a role in the affairs- of 
men and women in every age. More so when the basic and 
fundamental values of human beings are violated or denied. 
James Winkler sums this up very well in the first few sen¬ 
tences of his last chapter: 

"The Church provides moral and community leadership . 

As such it has a responsibility to consider the 

effect that different forces have on the lives of 

God’s people." 

The churches believe that the TNC phenomenon is a force to 
be reckoned with. Its objectives and strategies affect the 
lives of many people. More factual information is therefore 
needed. 

The study points out that we cannot separate TNCs from 
the social problems confronting the islands today. "Urban¬ 
isation, crime, unemployment, alienation of youth, prosti¬ 
tution and family problems are all directly and indirectly 
related to the impact of transnational corporations." The 
growing economic gap between upper classes and ordinary 
people is indeed worrying. Thus, the churches are calling 
for a more informed and educated people, to know and defend 
human values and human dignity. 

The Pacific Conference of Churches is grateful to the 
Board of Global Ministries for sharing with us Jim's ser¬ 
vices. Our thanks to him for the time he has worked with 
the Church and Society Programme of PCC and for this study 
resource. 

+ Jabez Bryce 

Bishop in Polynesia 
and 

Chairman, 

Pacific Conference of Churches 
2 December, 1981 
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Are transnational corporations (TNCs) the world's best 
possible providers of high quality products and services? 
Are they globally the prime agents for the promotion of 
development and progress? Are they indeed one of the highest 
expressions of the genius of humankind? 


Or are TNCs simply the logical result of an economic 
system which prizes accumulation and competition, promotes 
individualism instead of community, exalts the strong over 
the weak, subordinates human life to economic gain? 


Over the past decade there has been a growing aware¬ 
ness for the need to examine the impact of TNCs upon econo¬ 
mic and political decisions in the Pacific. Pacific leaders 
have established a study process on TNCs iunder the Church 
and Society Programme of the Pacific Conferences of Churches. 

While a substantial and growing body of literature on 
TNCs now exists, relatively little research has been done 
concerning their activities in the Pacific Island nations. 

As well as consolidating useful information, the PCC pro¬ 
gramme aims to clarify relationships between such elements 
as TNCs, the Pacific Basin Cooperation Concept, bilateral 
economic arrangements, militarism, and priority issue areas 
such as decolonisation. Pacific identity and values, and 
human rights. 


The 21st Century is being referred to as "The Century 
of the Pacific." In 1980, for the first time in modern 
history, the value of trade carried across the Pacific ex¬ 
ceeded that of the Atlantic. Four of the world's great 
powers meet in the Pacific: the U.S., the Soviet Union, 
Japan and China. There is movement of giant corporations 
into seabed and surface mining, forestry and fisheries. 

The growing militarisation of the Pacific, when examined 
in its deeper layers, has tenacious economic roots. 


Because the Pacific is an arena of increasing competi¬ 
tion, conflict and struggle, an examination of TNCs in the 
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Pacific is of particular 1 concern to the Church. The Pacific 
eco-system is in danger of irreparable ha™. Its cultures, 
rich in values, are being eroded and undone. The forces 
now determi nin g the direction of the lives of Pacific peo¬ 
ple come largely from outside. They may seem impersonal in 
nature, but they represent collective vested interests of 
very real persons and groups. For those who view human 
life in its wholeness, who see humans in relation to their 
community and culture and in antimate relation to their 
ecological context this whole question raises fundamental 
human rights issues. 

We have chosen to use the term "transnational corpora¬ 
tion" as used by the United Nations rather than the older 
term "multinational corporation." Trans—meaning across 
or over—is more accurate in that TNCs operate across or 
over national boundaries. Multi—meaning many, much, or 
more than one—implies that these corporations are owned 
and controlled by many groups in many different nations. 

As Richard Barnet and Ronald Muller point out in their 
book Global Reach , the term "multinational corporation'.' 
fails to capture that aspect of contemporary world busi¬ 
ness which is most revolutionary. 1 

"The transnational corporation may do research in one 
country, manufacture components in another, assemble them 
in a third, sell the manufactured goods in a fourth, depo¬ 
sit its surplus funds in a fifth, and so on. "2 The modern 
"chiefs", politicians, bureaucrats, businessmen and military 
officers identify more and more with the aspirations and 
beliefs of their counterparts in other countries than with 
their own people. These national elites move with ease in 
and out of the corporate boardrooms of transnational cor-. 
porations and banks. Each nation state is managed as if it 
were a private corporation, hence, the "corporate state", 
and each has a stake in maintaining its system. 

Why is there no strong Pacific identity, no clear-cut 
movement to consolidate economic independence? Why does 
the idea of foreign investment pose such a powerful, almost 
magical attraction? Could it be in large measure due to a 
coalition of traditional ruling classes (the chiefs and 
bigmen), politicians, bureaucrats, local businessmen, in 
league with transnational business interests? Is it because 
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the foreign interests support the operation of the nation 
state in the interests of this coalition? 

Awesome economic.power.is in the hands of TNCs. But 
the power of the few is intimately linked with the poverty 
^e many. This power is not directed towards human 
needs but towards narrow self-interest and further conso- 
lidation of power. That 800 million people unnecessarily 
live in absolute poverty unable to meet the basic needs of 
clothing, shelter, food, health, employment, education and 
equal participation in society is surely a denial of God's 
will. 


The relative absence of poverty in the Pacific Is lands 
tends to hide exploitation, but with the transition to a 
money economy those who were previously not considered poor 
are rapidly finding themselves redefined by higher prices, 
continuing low wages, rapid inflation, pollution, depletion 
of nonrenewable resources, economic depression. This has 
alarming social implications. 

It is the Church's role to speak out for justice and 
stewardship. The Rev. Sitiveni Ratuvili has written. 

Political, religious, and social institutions 
were created by humans to serve their needs. As 
such they must always remain subservient to people. 

Now one finds the reverse happening. Because of our 
gift of creativity we need to participate in the 
process of our own development. We must be free 
to make decisions affecting our life and destiny. 
Anything imposed on human beings amounts to no less 
than an insult to their integrity. People are en¬ 
titled to fullness of life (John 10:10), free from 
exploitation and oppression. Anything that mili¬ 
tates^ against their rights as human beings should 
receive the strongest opposition from the Church. 3 
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The Transnational Corporation as a 
Modern Phenomenon 


The earliest transnational corporations were built on 
mass production and heavy industry: automobiles, oil, 
steel, chemicals and communications. Yet only in the past 
35 years has the phenomenon of TNCs become especially sig¬ 
nificant. The great advances made in transport and commun¬ 
ication technology, the onset of the Jet Age, the Space Age, 
the Atomic Age, and the microchip and computer revolution, 
have all combined to enable the TNCs to expand worldwide. 

We can identify a number of characteristics which highlight 
this: 

A TNC IS A VERY BIG COMPANY THAT OPERATES IN SEVERAL OR 
MANY COUNTRIES. 

Many TNCs are now so large and so complicated that 
they cannot be controlled by any single government. It 
would be difficult, if not impossible, to point to any 
country in the world where the larger TNCs do not have some 
form of relationship. 

In 1979 the 50 largest industrial corporations which 
have worldwide operations had sales of US$1,014,318,420,000 
and a net income of US$51,193,860,000! 

For the 50 largest industrials as a whole, 1979 
was certainly not a year to lament, as far as sales 
are concerned. The sales of the smallest company 
are US$1,900 million above last year's level, and. 
the total sales rose 22%, compared with 14% in 1978. 

In a year of world-wide inflation, the top 50 stayed 
com for tably ahead .^ 
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THE 10 LARGEST INDUSTRIAL COMPANIES IN THE W ORLD —1979 
(Ranked by sales) 


Rank 

Company 

Sales 

(US$000) 

Net Income 
(US$000) 

* 1 

Exxon (US) 

79,106,471 

4,295,243 

2 

General Motors (US) 

66,311,200 

2,892,700 

* 3 

Royal Dutch/Shell Group 
(UK/Netherlands) 

59,416,560 

6,474,283 

* 4 

Mobil (US) 

44,620,908 

2,007,158 

5 

Ford Motor (US) 

43,513,700 

1,169,300 

* 6 

British Petroleum (UK) 

38.713,496 

3,439,582 

7 

Texaco (US) 

38.350,370 

1,759,069 

8 

Standard Oil of Calif. 

29,947,554 

1,784,694 

9 

10 

Gulf Oil(US) 
International Business 

23,910,000 

1,322,000 


Machines (US) 

22,862,776 

3,011,259 






THE TNC IS STRUCTURED ACCORDING TO OBJECTIVES AND 
STRATEGIES FOR PROFITMAKING. 

The TNC is organised for the purpose of earning money 
for its investors or owners. While the urge for profit is 
as old as humankind, the modem TNC has achieved its re¬ 
markable character only since World War II. 

The central strategy of the global corporation 
is the creation of a global economic environment 
that will ensure stability, expansion and high pro¬ 
fits for the planetary enterprise. The implementa¬ 
tion of that strategy depends upon the control of 
three basic components of corporate power: finance 
capital, technology, and marketplace ideology. It 
is this very strategy which have had an adverse 
effect on distribution of income and employment 
levels in underdeveloped countries around the world. 
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WHILE TNCs MAY BE "OWNED" BY MANY PEOPLE, IN REALITY 
THEY ARE CONTRO LLED BY VERY FEW. 


The term "transnational" does not refer to ownership. 
Ownership and control of TNCs are in the hands of a rela¬ 
tively few individuals and families, banks, pension funds, 
trusts, insurance companies, and managers in the indus¬ 
trialised countries. While different TNCs delegate vary¬ 
ing degrees of control to their subsidiaries or affiliates 
in other countries, ultimate control and coordination of 
strategy and planning rests with the parent organisation. 
"Transnational", as a term, refers to the activities of 
the corporations. 


TNCs HAVE A COMPLEX STRUCTURE AND ROOT SYSTEM, PART OF 
WHICH IS FORMAL AND RECOGNISED, PART OF WHICH IS INFORMAL 
AND SUBTLE. 

Transnational corporations do not simply exist by 
themselves, but have a root system which involves univer¬ 
sities, research institutes, governments, and lobbies to 
influence governments, foundations, industrial organisa¬ 
tions, influential upper classes, banks, and even churches. 

Historically, western churches have nurtured the 
social and psychological ethos in which TNCs flourish. 
Today, foundations and trusts supported by TNCs engage 
themselves in a broad range of socially popular ventures, 
further reinforcing their relationships and acceptability. 

TNCs ARE AN IMPORTANT PART OF A LARGER GLOBAL TREND 
TOWARDS GREATER CONCENTRATION OF WEALTH AND POWER. 

The vast wealth accumulated by TNCs has been concen¬ 
trated in metropolitan centres like New York, Paris, London 
and Tokyo, with less of it in regional power centres like 
Sydney, Melbourne, and Wellington, and even less in sub¬ 
regional centres like Suva, Port Moresby, and Noumea. In 
this unequally structured system power flows from the 
centre to the periphery and wealth flows from the periphery 
to the centre. 

i There are some 10,000 corporations with 50,000 foreign 

affiliates which have activities in several or more coun- 


7 



"tries involving a direct international investment ol over 
US$350,000 million and accounting for one-third of the 
world's Gross National Product (GNP)• However, the wealth 
and power which this represents is highly concentrated. 

Less than 200 giant transnationals control over 
half of this investment; the value added by the ten 
largest is in excess of the GUP of 80 of the world's 
nations. If present trends continue, transnationals 
could control 41% of capitalist world production by 
1988. 6 



The trend toward increasing concentration of wealth 
and power is made very real by the emergence of conglomer¬ 
ates. Conglomerates are made up of many different compa¬ 
nies which do different things. Sometimes an overall 
management is the only focus of the conflomerate's activi¬ 
ties. The top management of conglomerates buy and sell 
companies and move in and out of industries and countries 
with a strategy which only they know. Many workers don't 
even realise their company is owned by another company 
(which is in turn sometimes owned by yet another company!). 
Conglomerates are protected from their employees in this 
way. If the employees of one company go out on strike, 
a conglomerate can resist employee demands almost inde¬ 
finitely. 
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THE WORLD'S MAJOR INDUSTRIES ARE DOMINATED BY A FEW 
GIANT FIRMS 

OIL: Even though OPEC has reduced the share of oil 
production once held by the "Seven Sisters" (British 
Petroleum, Exxon, Gulf, Mobil, Shell, Socal and 
Texaco), they still control 47% of refining, and 45% 
of marketing, of world market economies. 

ALUMINIUM: Aluminium is dominated by six trans¬ 
nationals (Alcoa, Alcan, Reynolds, Kaiser, Pechiney, 
Alusuisse). 

AUTOMOBILES: The world automobile industry is increas¬ 
ingly centralised,with the top ten (General Motors, 
Ford, Peugeot-Citroen, Volkswagen, Toyota, Nissan, 
Renault, Chrysler, Fiat and British Leyland) account¬ 
ing for 80% of production. 

TOBACCO: Tobacco is dominated by the "Seven Smoking 
Sisters" (British American Tobacco, Imperial Tobacco 
Company, Philip Morris, R.J. Reynolds, Gulf and 
Western, the Rupert-Rembrandt-Rothmans Group, and 
American Brands). 

GRAIN: The grain trade is controlled by five privately 
held transnationals of notorious secrecy (Cargill, 
Continental, Bunge, Louis Dreyfus, and Andre). 

COMPUTERS: 14 corporations control the computer and 
data processing industry, with International Business 
Machines' share being more than 60% in the 1970s. 

ACCOUNTING: Accounting is dominated by eight firms 
(Arthur Andersen, Arthur Young, Coopers S Lybrand, 
Ernst S Ernst, Haskins S Sells, Peat Marwick and 
Mitchell, Price Waterhouse, and Touche Ross). 

OTHERSBanking, advertising, pharmaceuticals, food 
processing and other industries are all transnational 
in scope and dominated by a relatively few corpora¬ 
tions. 

Source: compiled from information cited by E.L. Wheel¬ 
wright in "Transnational Production, Distribu¬ 
tion and Consumption", Australian Consumers ' 
Association, 1981, mimeo. 
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Since the 1960's, Japan and West Germany, having re¬ 
built their economies after World War II, have rapidly 
expanded :mtemationally and challenge American corporate 
dcminance. Of the world's 500 largest corporations, 219 
were U.S.-based in 1979 (as compared with 280 in 1971) • 
Japan was home for 71, Britain 51, West Germany 37, France 
27, and Canada 19. ^ Thus, 424 of the world's 500 biggest 
corporations come from just six nations! 


THE TNC GLOBALLY, AS SEEN THROUGH THE "CENTRE-PERIPHERY 
MODEL" 

The tentacles of transnational corporations extend to 
every corner of the globe. The most important decisions 
are made in metropole cities like New York, Paris, London 
and Tokyo, but they affect all of us. Even isolated 
villages are pounded by radio with the advertising jingles 
for Coca Cola, toothpastes, deter gents and deoderants. 

An impersonal economic system has been built in the 
industrialised world designed to achieve maximum profits. 
We might think of this system as being structured like a 
wheel with the corporations at the hub, the national 
elites as the spokes and ordinary people at the outer rim. 

A concept known as the "Centre-Periphery Model" has 
been useful in explaining these relationships. The 
Periphery, those nations in the Third World, is tied to 
the Centre, the industrialised nations, by a web of vested 
economic interests which have taken root over centuries of 
colonialism and remain intact today, despite the fact that 
many of the Periphery nations have regained their indepen¬ 
dence in a formal, political sense. The Centre-Periphery 
Model has three easily identifiable pillars of support 
which show how the Third World is made subservient. 

The first of these is the international division of 
labour. The Centre nations specialise in advanced 
technology and high profit activities like bioengineering, 
finance, energy and micro-electronics while the Third 
World nations supply raw materials, and increasingly, 
cheap labour for the automobile, steel, electronics 
assembly and textile industries. Because of this division 





the Centre nations pull ever further ahead. 


O 


The second pillar relates to the unequal systems of 
communication in the Centre and the Periphery. The Centre 
nations, all of European heritage (except Japan) have much 
in common—politically, economically, culturally, 
strategically—and have technologically advanced 
information and transportation infrastructures which allow 
them to remain in close contact with each other. On the 
other hand, the Peripheral nations, having been subjugated 
by the Centre nations and separated from one another in 
the process, have no similarly well-developed connections, 
and have been led to believe they have little in common. 

In the Pacific we are very aware that the patterns of 
travel and communication follow the lines of power: In 
Micronesia they run east and west, from Guam and Saipan to 
Honolulu and the US mainland (and increasingly to Japan); 
in the French colonies it is Noumea-Paris and Papeete-Paris; 
for the rest of the Pacific, by and large, it is a connec¬ 
tion with Australia and/or New Zealand. Not only commun¬ 
ications and travel, but investment and trade is routed 
through these metropoles. 

The third pillar of support are the local elites in 
the Periphery. They are the politicians, civil servants, 
intellectuals, property owers, businessmen—and the army. 
Their interests coincide with those of their counterparts 
in the Centre nations. They are honored, titled, and 
bankrolled. Their positions are secured through aid— 
military, financial, and in other, hidden Ways. As the 
world power game intensifies, no nation is deemed unimpor¬ 
tant for one reason or another, to the strategic designs 
of the Centre nations. 

However the elites of a particular nation emerge - 
whether through birth as chiefs, through politics, through 
the civil service, business, or through education and 
academia, the transnational corporations are well aware of 
who has power and influence. They are careful to pay 
attention to these local influentials and their needs. 
Pacific islanders must not assume that their leaders will 
be immune to such temptations! 
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This Centre-Periphery division has been solidified by 
centuries of commercial and military domination. While. 
some progress has been made by a few countries in breaking 
out of this structure by a determined will to reorient the 
goals of their societies away from those imposed by the 
Centre nations, the system has been strengthened in.many 
ways by the emergence of the transnational corporation. 

THE INTERNATIONAL FLOW OF ADVERTISING AND INFORMATION 
PLAYS A VITAL PART IN SUPPORTING THE MAINTENANCE AND 
GROWTH OF TNCs. 

International advertising and information flow is 
crucial in transmitting the ideology and concepts of con¬ 
temporary capitalism. Since supply almost always exceeds 
demand in capitalism, it is important to keep consumers 
consuming and wanting to consume more. 

The flow of books, films, magazines, music, educa¬ 
tional materials, and radio programmes from the "centre" 
nations to the "periphery" nations reinforces the existing 
pattern of unequal power distribution between the advanced 
industrial nations and the Third World via transnational 
corporations. The mass media is, for many people, their 
only source of information of the world. It tends to keep 
them passive, confused and unaware of events in the world. 
It certainly is not designed to enhance a critical aware¬ 
ness! 



"And that's how it is, folks!" 











b 


Western news services, magazines and newspapers tend 
to be highly selective in their presentation of news and 
arbitrary in their use of language. They have a great 
deal of influence in determining what news is heard by 
Pacific Islanders, and how it is said. Pacific Islanders 
are.much more likely to know more about events in Vanuatu 
as interpreted by Australian or American news agencies 
rather than by fellow Pacific Islanders. For that matter, 
they are more likely to know the gossip about American 
film stars they have never seen than about the news in the 
nearest Pacific Island. Information is a commodity to be 
bought and sold on terms dictated by the controlling 
interests. 
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Western listeners are well aware and highly critical 
of the fact that the Soviet Union and eastern European 
governments use the media in their countries as instru- 
ments of propaganda and social control and to shape images 
and distort facts. A critical listener will recognize dis¬ 
turbing similarities in the media of their own nations. 
Currently, the code word used for those struggling for 
their freedom against what peoples' movements see as op¬ 
pressive, U.S.-backed dictatorships, such as in El Salva¬ 
dor, is "agents of international terrorism", or in Ronald 
Reagan's ironic twist, "enemies of freedom"! Progressive 
political leaders in Nicaragua and Zimbabwe are called 
"extremists" or "Marxists", while reactionary leaders in 
countries like the Philippines are praised for their 
"dedication to democracy." The objectivity of this type 
of reporting is negated by such arbitrary use of language. 

Government-owned news services of 
Pacific Island countries have been 
largely unable to escape from this 
simple-minded world view. In August 
1981, the PNG Minister for Decentralisa¬ 
tion, Fr. John Momis, criticised the PNG 
National Broadcasting Commission for its 
lack of a developmental, anti-dependency, 
nationalistic ideology. He said it was 
the responsibility of the NBC to "bring 
before the people proper information on corruption, inequal¬ 
ity, the timber developments, rural problems, urban real 
estate deals, overseas control of our economy and so on. 
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DUE TO THEIR SIZE, THEIR STRUCTURE AND THEIR MOTIVES 
IT IS EXTREMELY DIFFICULT TO OBTAIN COMPREHENSIVE 
ACCURATE INFORMATION ABOUT TNCs , 

Transnational corporations do not particularly welcome 
public scrutiny. Of course, some TNCs are more forthcoming 
with information than are others. Due to the increased 
attention that has been focused on TNCs in past years, TNCs 
have made efforts to improve their image. Is this a diver¬ 
sionary tactic intended to dampen support for more public 
knowledge of the activities of TNCs? 

There are several factors which inhibit attempts to 
obtain information about TNCs. The size of TNCs and the 
geographic spread of their operations restrains complete 
collection of information on the activities of particular 
TNCs around the world. Trade unions, often the best source 
of information on particular corporations, find it diffi¬ 
cult to gather information on TNCs since unions are usually 
organised on a national basis. Even the workers of such a 
TNC as Ford Motor Company find it very hard to organise 
themselves on an international basis. 

The structure of TNCs also tends to obstruct the 
gathering of information. Corporate crime often goes un¬ 
detected because those involved do so under orders from 
superiors. This can sometimes present a difficult dilemma 
for employees. If an employee believes that what his/her 
company produces is good for society, when the law is bro¬ 
ken by his/her company, is this done in the best interests 
of society? 

Profit being the basic motive in business, TNC spokes¬ 
men argue that to make too much information available is 
bad business, for if competitors become aware of strategy 
and assets they will be able to plan accordingly. 


Public scrutiny is desirable not only to reveal cor¬ 
porate abuses but to create an atmosphere in which corpor¬ 
ations will not be tempted to abuse the public trust. 

While governments are almost universally regarded with sus¬ 
picion by citizens, and in many countries groups are organ¬ 
ised for the purpose of ferreting out governmental wrong¬ 
doings, those who seek to do the same for transnational 
corporations are themselves often regarded with suspicion. 
This is unfortunate because it has often been "peoples' 
movements" or independent research organisations that have 
been most successful and diligent in bringing corporate 
malpractice to light. 


Ut GENERAL , TNCs HAVE A DARK RECORD FOR LAWBREAKING. 

TNCs in general have a clear continuous record for 
lawbreaking in relation to matters such as environmental 
laws, exchange controls, bribery, conflict of interest and 
dumping inferior or banned products in other countries. 


A Fortune magazine survery of 1,043 major corporations 
revealed that 117, or 11%, have been convicted of law¬ 
breaking in the U.S. since 1970 (including Fortune's pub¬ 
lisher, Time, Inc.!), some being multiple offenders. This 
figure is certainly low because the survey was limited to 
five crimes: bribery, criminal fraud, illegal political 
contributions, tax evasions and criminal antitrust viola¬ 
tions. Such crimes as price-fixing were excluded from the 
survey. Fortune , a leading business magazine, expressed 
surprise at such a high figure of corporate crime, and 
asked why these crimes were committed. The answer was not 
surprising. The "bottom line" was profit. The necessity 
of obtaining a contract, maintaining a competitive posi¬ 
tion, or succeeding in an industry which has narrow profit 
margins drove the "actors" to criminal behavior. One 
criminal defense counsel said: 

These business crimes are -perceived by individual 
actors as victimless. We all grew up in an envi¬ 
ronment in which we learned that thou shalt not 
murder, rape, rob, probably not pay off a public 
official—but not that it was a crime to fix prices. 9 





Certainly not all corporate crimes were detected. 

Many went unpunished. Even when governments decide to 
fight corporate misbehaviour the fight can.be long and 
difficult. A U.S. Government lawsuit initiated in 1969 
against a number of major oil companies was dropped by the 
Reagan Administration after 12 frustrating years of .liti¬ 
gation. While part of the reason for ending the suit was 
Reagan's reluctance for opposing corporations, another 
factor was the government's disadvantage against the cor¬ 
porations' vast financial resources and determination to 
outlast the government, even the largest and most powerful. 


MANY TNCs PROFIT GREATLY FROM WAR, FROM MILITARISM IN 
GENERAL AND FROM NATIONAL DICTATORSHIPS. 

Many TNCs draw great business activity from war. 
Making weapons and supplying armies is one of the largest 
and most profitable businesses in the world. This influ¬ 
ences political and economic decisions of governments. 

Leopoldo J. Niilus describes the link between milita¬ 
rism and TNCs in the introduction to Iron Hand , Velvet 


UNITED 

1980 

STATES DEFENSE DEPARTMENT CONTRACTS 

1980 Awards 

Rank 

Company 

(thousand millions) 

1 

General Dynamics Corp. 

$3.5 

2 

McDonnell Douglas Corp. 

3.2 

3 

United Technologies Corp. 

3.1 

4 

Boeing Co. 

2.4 

5 

General Electric Co. 

2.2 

6 

Lockheed Corp. 

2.0 

7 

Hughes Aircraft Co. 

1.8 

8 

Raytheon Co. 

1.7 

9 

Tenneco, Inc. 

1.5 

10 

Grumman Corp. 

1.3 

Source: U.S. Dept, of Defense, 
Monitor, October 1981. 

cited in Multinational 
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° Glove —Studies on Militarisation in Five Critical Areas 

in the Philippines, noting, "In all the areas studied, 
there is the mushrooming of military encampments and 
q operations wherever natural resources are rich and abun¬ 

dant and TNCs are entering or dominating the scene. In 
fact, it is the role of TNCs that often becomes the reason 
for the support of authoritarian regimes, like that of the 
Philippines, from abroad." 1° 

Peter B. Evans has noted that policies favouring 
foreign investors tend to preclude policies stressing a 
higher level of mass participation in a developing country. 
In Tanzania the Arusha declaration of 1967 had two major 
objectives: the nationalisation of foreign investments and 
an increase in economic and political cooperation and 
self-reliance. In Brazil the military government moved 
quickly to improve the climate for foreign investors at 
the time of the 1964 coup, but sought to head off any mani¬ 
festations of broad political participation. Chile cut 
off transnational ties and moved to increase participation 
under Allende. The opposite happened under the junta. 

South Korea and Taiwan have both favoured foreign invest¬ 
ors while stifling mass participation. As a result of 
such policies, it is the national elites who benefit and 
the poorest sectors of the population who suffer most. H 


MANY TNCs PROFIT GREATLY FROM AID. 

Aid is not easily labelled good or bad. The World 
Bank has helped finance the construction of a road in Fiji 
from Suva to Nadi. The road runs along the "Coral Coast" 
where Fiji's foreign dominated tourism industry is concen¬ 
trated. Local people will benefit from the road. So too 
will tourism—an industry which richly benefits trans¬ 
national corporations. 

In 1978, more than A$900 million in official aid 
flowed into the Pacific Islands. Sixty percent of this 
went from France and the U.S. to their colonies and another 
30% went from Australia to PNG. Other Pacific Island 
nations rely heavily on aid for budgetary support and for 
economic projects. A major question is, "Who benefits 
most from aid?" 
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Most aid is tied to the donor country or companies 
based in the donor country. France recently pledged K7 
million in aid for Papua New Guinea which is tied to ser¬ 
vices and equipment purchased in France from French 
companies. 

In 1979, 63% of U.S. bilateral aid was tied to pur¬ 
chases in the U.S. Seventy-five percent of the develop¬ 
ment project funds of the U.S. Agency for International 
Development (AID) were spent in the U.S. In 1978, while 
3,500 U.S. companies accounted for US$1 thousand million 
worth of AID purchases, 22 transnational companies cap¬ 
tured about half that total.^ 

It is generally 
accepted that the 
wealthy nations have 
a moral obligation to 
the poorer nations to 
help them develop. 

Beyond that, it only 
makes sense for aid to 
be extended to the 
poorer nations so that 
they might become con¬ 
sumers for the products 
of the industrial 
nations. American aid 
policy would seem to 
echo this. Recently a 
U.S. Government 
official stated, 

Foreign aid—official 
development assis¬ 
tance—will continue 
to play a role in 
U.S. relations with 
countries that do not 
yet participate in the international economic system 
and need official assistance to promote their develop¬ 
ment activities . 
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The intention to draw these nations into an uneq ual ly 
structured system shows that aid cannot be broken down into 
the clear-cut categories of those who give aid and those 
who receive aid. Among nations, as among individuals, aid 
is given with an eye for receiving something in return. 

When one nation gives aid to another, it gives the donor 
country or the donor corporation a certain leverage, even 

j 

! The Australian Gov¬ 
ernment recently declared 
that it will make more 
aid available to finance 
joint ventures between 
Australian companies and 
local entrepreneurs in 
the Pacific. It is debat¬ 
able whether this gesture 
was made simply to allow 
Pacific businesspeople to 
participate in profitable 
Australian businesses or 
whether it was primarily 
intended to facilitate 
Australian economic expansion in the Pacific Islands. 

Aid is extended with the intention of influencing a 
nation’s foreign policy. When the King of Tonga expressed 
openness to aid overtures from the Soviet Union in 1976, 
it resulted in a notable surge of western aid into the 
region and much hand-wringing over western neglect of the 
South Pacific. Again, in 1981, Australia, New Zealand, and 
the U.S. prevailed upon the Solomon Islands and Vanuatu to 
accept the ANZUS offer of aid for seabed mineral research 
rather than similar aid offered by the Soviet Union. And 
the decision of Fiji to join the American-sponsored Sinai 
Force and to accept American military aid confirms Fiji’s 
role as an important internal Pacific lever of American 
foreign policy in the South Pacific. 

Aid in the Pacific is particularly directed toward 
forestry, fishing, agriculture, mineral resources and 
infrastructure development. In all of these sectors, the 
involvement of transnational corporations is prominent. 
Japan, for example, is directing a significant amount of 
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aid toward fisheries development- Japanese corporations 
are dominant in Pacific fishing. Some $10 million of New 
Zealand aid went to the Fiji pine scheme in anticipation 
that a New Zealand corporation would win the contract to 
develop Fiji's pine industry. (However, British Petroleum 
won the contract!) 

Aid comes in other forms as well. Some concern is 
being expressed that the approaching elections in Fiji and 
Papua New Guinea might be funded significantly, either 
directly or indirectly, by foreign interests. Aid is used 
in many ways to influence Pacific Islanders! 

The aid debate is highly publicised in the world 
press. Aid targets are set and re-set by the wealthy 
nations, but these targets are rarely met. Increasingly, 
in the face of the world's economic difficulties, the 
industrial nations are reluctant to increase the level 
of aid. 

Aid can and should play an important role in helping 
the Pacific Island nations meet their needs and reach their 
goals. In its report, "More Effective Aid", the South 
Pacific Bureau for Economic Cooperation noted, 

Vie observed the fundamental importance of aid to 
developing Pacific countries; the great disparities 
between and within Pacific countries; the certainty 
that most of them will require increasing aid for 
the foreseeable future; the tendency for a.id to 
worsen important defects instead of remedying them 3 
and the ineffectiveness of aid towards its stated 
objective of increased self-reliance .^ 

In the face of the world economic crisis Third World 
nations are in need of aid given on concessional terms— 
that is, aid not tied to the donor country or specific 
projects but given for use as the recipient nations 
determine. 
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** WHILE THE GOODS AND SERVICES OF TNCs ARE OF HIGH QUALITY 

BY SOME MEASURES AND ARE OF APPARENTLY REASONABLE COST, 
THEY CARRY MANY HIDDEN SOCIAL COSTS . 

5 * 

There are hidden social costs accompanying the 
involvement of TNCs and the economic system of which 
they play such an important part. For Pacific Islanders 
and others in the Third World who are not intensely capi¬ 
talistic in their approach to life, these social costs 
relate to the conflict inherent in the clash between 
differing social and economic systems. Perhaps the most 
unfortunate aspect of this clash is the assumption that 
what Pacific Islanders are gaining from the invading 
system is superior to what they had. 

This is not to imply that nothing good comes from 
transnational corporations. They are extremely "function¬ 
al." They make things happen. They deliver the goods. 

They are a clear point of contact to which people can 
relate for travel, communication, banking and other valued 
services. 

But we cannot separate TNCs from the social problems 
confronting the Pacific Islands today. Urbanisation, 
crime, unemployment, alienation of youth, prostitution, 
and family problems are all directly and indirectly related 
to the impact of transnational corporations. The products 
produced by TNCs and the technology they utilise help to 
influence certain patterns of consumption that draw a dis¬ 
tinction between the lifestyles of people in urban areas 
and people in rural areas, between the rich and the poor. 

This is all part of a process of "losing control." 

Most Pacific Island nations are now independent political¬ 
ly, but not economically. Most Pacific Island nations 
are now pursuing a strategy that is moving in the opposite 
direction, away from economic independence. Their prob¬ 
lems cannot be solved or meaningfully addressed if they are 
not in control of their own destiny. The transnational 
corporations are the most important actors in an economic 
system that takes control from the many and puts it into 
the hands of a few according to a logic which manipulates 
and dehumanizes people. 
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Transnational Corporations in the 
Pacific Context 


THE GROWING IMPORTANCE OF THE PACIFIC AS AN AREA OF 
INTEREST AND COMPETITION 

The 21st Century is being touted as "The Century of 
the Pacific." In 1980, for the first time in modem 
history, the value of trade carried in the Pacific exceed¬ 
ed that of the Atlantic. Four of the world's great powers 
meet in the Pacific: The United States, the Soviet Union, 
China and Japan. The movement of giant TNCs into seabed 
and surface mining, forestry and fisheries in the Pacific 
Islands; the usage made of the ocean for nuclear weapons 
testing and as a dumping ground for radioactive waste; 
the militarisation of Japan; American nuclear-armed B52s 
in Australia; the continuing colonialism of France and the 
U.S., are all fundamentally linked to the domination of 
the region by the great powers and combine to make the 
Pacific an arena of increasing competition and struggle. 

While it is not possible to have a clear understand¬ 
ing of trends in global militarism without probing into the 
deeper economic roots, it is essential to recognise the 
importance of the Pacific in sheer military terms. The 
United States is the dominant military force and American 
strategists believe military considerations to be "vital" 
ones in the South Pacific. In 1973, then U.S. Secretary 
of Defense James Schlesinger said. 

The region not only surrounds the access routes to 
Guam, hut also those to the Near East, and our 
sources of Asian raw materials can he controlled 
from Micronesia. Moreover, a north-south line of 
communication, of greater and greater importance, 
passes through the region, linking our Northern 


allies, Japan and Korea, to our allies and friends 
in the South, Australia and New Zealand, the 
Philippines and Indonesia. In the strong sense of 
the term, the U.S. must remain a Pacific Power.1 5 

The growing importance of the Pacific region in the 
world’s power game gives an added significance to the 
relatively snail companies like W.R. Carpenter and Bums 
Philp. This significance is made more clear when we 
recognise their vulnerability to takeovers by the really 
large TNCs. 16 


FOREIGN INVESTMENT AND RELATED PRESENCE IN THE PACIFIC 

The predominant sources of foreign investment in the 
Pacific Islands have traditionally been New Zealand and 
Australian based, although in some cases that investment 
may have originated in another country. For example, a 
list of U.S. companies registered in Fiji available from 
the U.S. embassy in Suva does not include Mobil Oil because 
Mobil's South Pacific operations are registered in 
Australia. The U.S., Britain, France and Japan are also 
significant sources of investment. West Germany, Singapore, 
the Philippines and Hong Kong are investing in the region 
to a lesser extent. Papua New Guinea and Fiji have been 
the two island nations where activities of TNCs have been 
greatest. Papua New Guinea has been called "an Australian 
neo-colony"1^ and Fiji has been called "a developing 
Australian colony." 18 

While Australia and New Zealand are both important 
sources of investment in the region, they themselves are 
heavily penetrated by foreign capital. Within the past 
year foreign investment in Australia has soared to US$6.4 
thousand million compared to US$1.3 thousand million in 
1979.19 Nevertheless, Australia and New Zealand, with 
their own powerful corporations and banks, belong to the 
advanced industrial nations and they play a dominant role 
in the Pacific Island nations. 

Japanese investment in the Pacific Islands has 
increased rapidly over the past 20 years. Throughout the 
20th Century Japan has been intent on securing access to 
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raw materials and markets in the region. The South 
Pacific's main exports to Japan are copper from Papua New 
Guinea, nickel from New Caledonia, and fish from the 
Solomon Islands. The main Japanese exports to the Pacific 
are motor cars (mostly via Bums Philp and W.R. Carpenters), 
appliances such as radios, video equipment, stereos, and 
processed foods, mainly canned fish—plus electronic goods, 
chemicals, steel, iron and textiles. Japan is Papua New 
Guinea's second largest trading partner and Fiji's third 
largest source of imports. 

Suspicion of Japanese intentions runs high in the 
Pacific Islands. Japan is striving to overcome images of 
having an unsavoury business reputation and as being a 
polluter of the ocean. Over the past months, and in the 
midst of mounting opposition to the waste-dumping plan, 
announcements of Japanese aid have featured prominently in 
Pacific newspapers and magazines. Just a few examples 
from Fiji: F$98,035 in microscopes and audio-visual appli¬ 
ances; F$25,000 in boats and fishing gear; F$780,000 for 
ground-water exploration; .F$6,000 in marine equipment; all¬ 
expense paid trips to Japan for a ship-building course, a 
carpentry and joinery course, as a prize for a Rotary art 
competition, for a member of the Fiji Jaycees, for three 
scouts from each of the 23 countries of the Asia-Pacific 
region; and more millions have gone to projects in the 
Marshalls, Solomon Islands, Tonga and Tuvalu. Each item 
is publicised and a picture usually makes the papers too. 

"he wonders: Does a steady diet of such publicity gradually 
change the perceptions of newspaper readers? 


© 
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American and French colonial presence remains highly 
institutionalised. These are the last colonial powers in 
the region, France in New Caledonia, French Polynesia, and 
Wallis and Futuna, and the United States in American Samoa 
and Micronesia (Trust Territory of the Pacific Islands 
plus Guam). The immense sums spent by France and the U.S. 
play an extremely important part in this picture. In 1978 
France spent A$328 million in its colonies and the United 
States spent A$230 million. 

So the colonial powers remain firmly entrenched in 
the Pacific Islands. While the election of France's new 
Socialist president first aroused hope for an early inde¬ 
pendence date, post-election' events are not all that 
encouraging. It seems clear that independence will only 
come as a result of pressure from the Pacific. 

There are a number of major economic factors which 
keep France in the South Pacific. Mineral-rich New 
Caledonia is the world's third largest nickel producer and 
the possibility of offshore oil there is of fierce interest 
to France, an oil-importing nation. The 200-mile Exclusive 
Economic Zone adds more than 7 million sq. kilometres of^ 
ocean to French territory. These waters contain riches in 
seabed mineral deposits. For these and other reasons, 
France clearly has no strong desire to end its colonial 
rule. 


Nor does the United States. Both France and the U.S. 
are acutely aware that the exit of either would expose the 
remaining partner as the last colonial power in the 
Pacific. But the United States is not simply hanging onto 
old possessions. It is actively seeking new ways to legi¬ 
timise its growing economic interests, waste disposal 
plans and strategic military considerations. New kinds of 
relationships are being developed. More than 400 Peace 
Corps volunteers are active in Fiji, Tonga, Western Samoa, 
Micronesia, Kiribati, the Solomons, and Tuvalu, and a pro¬ 
gramme has started in Papua New Guinea. Fiji is the first 
nation to commit troops to the U.S.-sponsored Sinai force 
in the Middle East, a complex arrangement with troubling 
implications. 

Direct U.S. investment in the South Pacific has been 
estimated at merely between US$200 and 400 million, largely 
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in hotels in Fiji and French Polynesia, timber operations 
in Western Samoa, and increasing mineral and oil explora¬ 
tion throughout Melanesia. But this is not an adequate 
reflection of real U.S. vested interest. Economically, 
the U.S.'s most important interests are the tuna resources 
in the South Pacific. The processing plants in American 
Samoa and Hawaii, supplied by Japanese, Korean and Taiwan¬ 
ese fishermen, are part of a multi-thousand million dollar 
industry. ^1 

Melanesian nations possess rich natural resources. 
Virtually all Pacific Island states have the possibility 
of associating themselves with rich fishing resources. 
These are of great interest to foreign "developers." 

Unfortunately, small economies become greatly dis¬ 
torted when concentrated on copper, forestry, tuna and 
tourism. This can lead to the abandonment of the drive 
towards an internally oriented rather than an externally 
oriented economy and the ideal of the primacy of human 
needs over profit. 


SOME HIGH-PROFILE EXAMPLES OF TNCs IN THE PACIFIC 

The sales turnover, assets, and profits of such 
Pacific transnationals as W.R. Carpenter and Bums Philp 
do not compare with those of the giant transnationals. 

There is a tendency to forget that seme of the-world's 
largest corporations have operations in the Pacific Island 
Islands—Mobil Oil, Royal Dutch Shell, British Petroleum, 
Rio Tinto Zinc, and Unilever, for example. It is not 
generally realized that the Pacific is undergoing a trans¬ 
formation from domination by smaller TNCs to domination by 
giant TNCs. 

Nevertheless, the Australian-based corporations. 

Bums Philp and W.R. Carpenter have long monopolised many 
sectors of Pacific Island economies. Their unique position 
warrants a closer examination. 

Bums Philp 

Bums Philp is a major Pacific trading company with 
investments in transport, hotels, plantations, insurance 





and real estate, motor supplies, shipping, trade agencies, 
retailing, merchandising, and manufacturing, with opera¬ 
tions throughout the Pacific Islands. 

Bums Philp has three subsidiaries in the Pacific Is¬ 
lands. They are Bums Philp (Papua New Guinea), Bums 
Ehilp (Vanuatu), and Bums Philp (South Seas). About its 
operations in Fiji it has been said 

Its power in the Fijian economy is great and its 
executives and directors speak with authority in the 
public arena of Fiji’s developing economy . . Its 
profits and dividends are high and come quickly. 

Its wages to Fiji employees are very low (about 1/5 
that paid to workers in Australia) while the goods 
BP sells , are kept at the inflated Australian price. 1 

Between 1974 and 1980, Bums Philp's group profits 
doubled from A$9.2 million to A$17.6 million. In 1977-78, 
63.3% of Bums Philp's sales were in Australia but only 
39.9% of profits came from Australia. 23 Trading in the 
Pacific is clearly more profitable for Bums Philp. 
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Bums Philp, the Australian-based parent company, has 
a paid-up capital of A$46 million, assets of A$705 millio n, 
and a 1980 profit of A$17.6 million. The Bulletin, a lead¬ 
ing Australian periodical, ranks Bums Philp the 13th 
largest Australian company. ^4 

Over the past ten years and at a cost of some A$100 
million. Bums Philp has pursued a policy of expanding its 
Australian operations by taking over smaller, established 
companies. In 1980, Bums Philp purchased a 66% interest 
in the Hanimex Corporation (home photography and leisure 
products) for A$26.3 million; S. Hoffnung and Co. (hard¬ 
ware); four retail hardware stores in the western U.S.; 
and entered into a A$10 million joint venture with Avis 
Rent-A-Car Systems Pty. Ltd. 

This policy of takeovers is being duplicated in the 
Pacific. In 1979, Bums Philp (PNG) bought Kerr Bros. Pty. 
Ltd., an established island agent active throughout the 
islands and Tutt Bryant Pacific Ltd., a vehicle trader. 

Bums Philp (South Seas), the subsidiary company for 
operations in Fiji, Samoa, Tonga, and Niue, has also ex¬ 
panded through takeovers. The 1979 purchase of the Fiji 
firm Cope Allman (South Pacific) for F$1.7 million put 
Bums Philp into biscuits, soap, plastic packaging and 
coconut oil. Bums Philp also increased its interest in 
the cement manufacturer, Fiji Industries Ltd., from 7h% to 
31% during a struggle for control in competition with the 
Australian company Pioneer Concrete Services and its Fiji 
Subsidiary, Standard Concrete Industries. 

In May 1981 Bums Philp purchased 94% of the Fiji- 
owned Naviti Investments Ltd. at a cost of F$1.8 million. 

A subsidiary of Naviti Investments, a large Honiara com¬ 
pany (trading, automotive, electrical and construction) 
named Solomon Island Investments Ltd., was the most impor¬ 
tant acquisition. The purchase of Naviti was made largely 
in order to give Bums Philp a foothold in the Solomon 
Islands. This was achieved over the protests of the 
minority shareholders in Solomon Islands Investments Ltd. 
who placed an advertisement in the Fiji Times of May 30, 
1981, which read: 
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THE CAPITAL INTENSIVE NATURE OF BURNS PHILP (SS) 


A$ 000 
PROFITS 

up 123% 
1976-80 


1974 1975 1976 1977 1978 1979 1980 

1,211 1,084 1,599 2,822 3,274 3,291 3,571 



A$000 

ASSETS 

up 108% 
1976-80 


1974 1975 1976 1977 1978 1979 1980 

23,718 26,154 42,907 54,478 



EMPLOYEES 

up 9% 
1976-80 


1976 1977 1978 1979 1980 
1903 1782 1796 1821 2079 
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We the minority of Solomon Investments Ltd. are 
Solomon Islanders. We cannot accept that you should 
allow your Board of Directors to sell Naviti Invest¬ 
ment Shares in Solomon Island Investment. We feel 
this is a betrayal of our common original partner¬ 
ship. We believe that as true Islanders you should 
and will first give us an option to buy your shares 
at same value. We,feel sure that you are not fully 
aware that big business interests are taking your 
place. If you wish to sell your shares this is your 
rightbut we feel that true Fijians will want to give 
us a chance in the real Pacific Way. ^ 

Nor ,wqs the Solomon Island Government particularly 
impressed.' The Secretary of Foreign Affairs, Mr. Francis 
Bogotu said. 

The Government is prepared to accept them (Burns 
Philp) in new investments like agriculture or 
forestry but not to take over existing ones that 
Solomon Islanders can run themselves. ^6 

Significaqrtfl^, Mr. Bogotu also said the government's 
main objection to Bums Philp was the danger that the 
Solomon Islands would be further pushed into becoming 
a society of consumers. 

W.R. Carpenter 


W.R. Carpenter plays a role in the Pacific Islands 
similar to Bums Philp. The Bulletin ranks Carpenters 
the 35th largest Australian company with a 1980 turnover 
of A$399 million, assets worth A$275 million, and profits 
of A$ll.l million. ^ Some 94% of Carpenter's net profits 
were derived from its island operations in Papua New 
Guinea, Fiji, Tonga, Western Samoa and Vanuatu. 

W.R. Carpenter is involved in plantations, wholesale 
and retail merchandise, shipping, automotive dealerships, 
advertising, construction, manufacturing, tourism, timber 
extraction, and other activities. In the South Pacific 
the Carpenter Group is the sole dealer for Caterpillar, 
has over 80% of the earthmoving equipment market, has the 
main franchise concessions from Nissan, Honda and Ford, 
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holds key agencies for 1 dozens of products such as Champion 
spark plugs, Pyrex glassware, Singer sewing machines, 
General Foods, Glaxo, Taiyo GyoGyo fish products, Gordons 
gin, Bacardi rum, Philip. Morris tahacco products, Sanyo 
appliances, Nikon and Olympus cameras, and Parker writing 
instruments. Carpenter Steel Company (CASCO) is Fiji’s 
only steel rolling mill. Carpenter’s Shipping_is agent in 
Fiji for China Navigation Co., Pacific Australia Direct 
Line, Gilbert Islands Shipping Corporation, and a number 
of others. ^ 

While they have not had the resources to undertake 
highly capital-intensive and advanced technology projects 
such as mining. Burns Philp and Carpenters have dominated 
the Pacific via their control of the distribution network 
(shipping and trading). 


HOW FREE IS FREE ENTERPRISE IN THE PACIFIC? 

Tho ugh engaging in competition among themselves, TNCs 
in the developing world have many common interests. In 
Fiji, for example. Carpenters and Bums Philp were partners 
in a mini steel rolling mill which ultimately became a 
fully owned subsidiary of Carpenters. Both Carpenters and 
Burns Philp are major shareholders in John Lysaght (SP) 

Ltd., a subsidiary of Australia's biggest corporation, ** 

Broken Hill Proprietary. The common interests of Bums 
Philp and Carpenters even extend to ownership. 

Bums Philp, listed as one of the 20 largest share¬ 
holders of Carpenters as of October 1, 1980, had slightly 
less than a one percent stake in the latter’s equity. 

Also 6.5% of Bums Philp and 8.3% of Carpenters are owned 
by the same large insurance companies and bank nominee 
companies such as National Mutual Life Association of 
Australasia and the Bank of NSW Nominees Pty. Ltd. 

Interlocking directorships is another sign that big 
business interests are linked together and are not always 
the cut-throat competitors they are made out to be. In 
Papua New Guinea, Donaldson and Turner report, 

46 percent of the biggest foreign companies are 

linked to at least one other big company through 
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-Interlocking directorates 3 and 14 -percent of them 
to 2 or 3 -other companies. Similarly 3 48 percent of 
the biggest foreign companies had more than one 
director in common; 18 percent had 2 or 3 directors 
in common and 14 percent had 4 or 5 directors in 
common. ^ 

The "free enterprise" system never really existed in 
the Pacific Islands after the arrival of colonialism. 
Plantation agriculture, mining, fisheries, forestry, manu¬ 
facturing, all have been undertaken by the colonial rulers 
and transnational corporations. The economic path has been 
determined by outsiders for outsiders. The British econo¬ 
mist Maurice Dobb correctly asserted that privileged 
investment is the essence of colonialism. 


ORGANISING CAPITAL ACCUMULATION 

TNCs are an integral part of the transnational complex 
of which the military is also a crucial segment. This 
complex reveals itself through initiatives such as the 
Pacific Basin Cooperation Concept (PBCC). The PBCC, being 
promoted by Japan with the ready support of the U.S. and 
Australia, and less enthusiastically by some others, repre¬ 
sents reinforcement of existing relationships of power and 
o control. Endorsement by the Pacific Island nations is now 
being sought for the PBCC as a means of legitimising the 
scheme in a psychological/political sense. The process is 
well-lubricated by a multitude of new aid offers. 

The Pacific Basin Cooperation Study Group, appointed 
by the late Japanese Prime Minister Ohira, recommended the 
advancement of a number of "non-controversial" projects 
such as cultural exchange programmes, increased tourism, 
internationalisation of Japanese universities, cooperation 
in resource exploitation, a "Pacific Basin Declaration on 
Trade and International Investment" and a "Pacific Basin 
Industrial Policy Consultative Forum." Japan, Australia 
and the U.S. have not pressed for the immediate establish¬ 
ment of a formal organisation, preferring the view that the 
PBCC will evolve over the long term. 

The PBCC should not be seen simply as a government- 
originated idea. A number of organisations such as the 
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Pacific Basin Economic Council (with a membership of over 
400 corporations) and the Pacific Trade and Development 
Symposium have played crucial roles supporting the PBCC 
since the 1960s. The Nomura Research Institute (Japan), 
the Australian National University, the New Zealand Insti¬ 
tute of International Affairs, the Brookings Institution 
(U.S.) and the East-West Center (U.S.) are a few of the 
"think tanks" that are part of the process of shaping the 
PBCC. 
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ORGANISING THE ESSENTIAL BUSINESS SUPPORT STRUCTURES 




Just as ports, railways, airports, highways, and 
hydro-electric projects are basic infrastructure necessi¬ 
ties for industry, so too have banks, accounting firms, 
free trade zones and tax havens become essential to the 
interests of business. 


Banks 


Over the past several decades banking, accounting and 
advertising have expanded internationally to serve the 
needs of transnational corporations. Banks not only supply 
the capital necessary for expansion and investment, but 
also have control over many corporations. Trading and 
merchant banks, insurance companies and other financial 
institutions provide crucial support to TNCs. 



A United Nations Centre on Transnational Corporations' 
report identifies 84 transnational banks (TNBs) which have 
operations in five or more countries. 0J - A number of TNBs 
have branches in the Pacific Islands—notably the Barclays 
Group, the Australia and New Zealand Banking Group, the 
Bank of New South Wales, and the National Bank of Australia. 
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The Australian and New Zealand banks are mentioned in the 
study as ’regional' transnational banks. The Bank of New 
South Wales, prior to its merger, had 54 of its 59 over¬ 
seas branches in the Pacific Islands. 

Although the Australian and New Zealand banks may. 
only be regional in scope, they are among the largest in 
the world in terns of profits. In 1980, the Bank of NSW 
had profits of US$160 million, 31st among banks in the 
world. The ANZ bank was 32r^ in profits and the National 
Bank of Australia was 59th. 

Banks prefer the transnational corporations as cus¬ 
tomers, as they are better risks than are local farmers 
and businesses who have less collateral. Metropolitan 
banks active in colonies or developing countries have, 
histori cally , been interested in.tapping these areas as 
sources of deposits and to facilitate the investments 
of transnational corporations. The ratio of loans to 
deposits has been very low. Banks have acted as conduits 
for funds to flow in or out of developing countries as 
business needs have dictated, but over the long term there 
has been a net outflow. 

A number of transnational banks have close ties that 
are cemented by family wealth. In the U.S. there is the 
Chase Group of financial institutions, the Morgan Group an 
and the Mellon Group. Each group consists of at least two 
major banks and the Chase and Morgan Groups also include 
major insurance companies. The Rockefellers (Chase Group), 
Morgans and Mellons ammassed their incredible wealth in. 
steel, oil, railroads, etc., early this century, and built 
many of the earliest giant corporations. 

It is not surprising that the wealthiest and most 
powerful capitalists operate through hanks .. Any 
particular industrial corporation may decline in the 
long run, under the impact of changing technologies 
and new products. A hank , on the other hand, is 
tied to no particular industry in the long run . A 
further reason why hanks tend to become the centres 
of control under capitalism is that a capitalist who 
operates through a hank obtains access to other 
people ’s capital. The Rockefellers and Mellons can 




thus control corporate empires of far greater wealth 
than their own personal fortunes. ^3 


Accounting 


Of the 732 corporations with foreign equity registered 
in Fiji, 176 utilised the services of just three trans¬ 
national accounting firms. d They are Price Waterhouse 
with 76 client companies, Coopers and Lybrand with 50, 
and Peat Marwick Mitchell with 50. Along with five other 
transnational accounting firms they make up what is known 
as the "Big Eight." A U.S. Congressional study found that 
84% of the 2,641 corporations listed on the New York Stock 
Exchange and the ^rgerican Stock Exchange were clients of 
the "Big Eight. 




Drastically ^different financial results can be repor¬ 
ted to the public merely by using alternative accounting 
.methods selected from the collection of "acceptable 
methods.~Qne such accounting method employed by TNCs 
is referred to as transfer pricing. Transfer pricing is 
the practice of shifting profits from a high tax country 
to a low tax country. It is possible to do this because 
one-third of world trade consists of intra-corporate 
transactions. 
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An August 1980 report, "Transfer Pricing Manipulations , 

in Papua New Guinea", by the PNG law Reform Commission, 
estimates that between US$2.3 and 4.3 million per.annum in 
revenue is lost due to transfer pricing manipulations. In 0 

June 1981, Primary Industry Minister Roy Evara agreed that 
the country could have lost even more. Estimates range up 
to KL1 million in lost revenue in the timber and fishing 
industries. The Times of PNG reports, "It is estimated 
that some species of logs that are sold in PNG for K30 can 
be resold in Japan for K600 or more. The logs do not go 
to Hong Kong where the parent company is located. Tt is 
purely a paper transaction, the logs or fish being shipped 
directly to the user country, usually Japan, .^png Kon § 
does not tax companies for foreign earnings." 

The question of how to regulate intra-corporate trade 
affects all countries and illustrates the need for inter¬ 
national cooperation in dealing with transnational 
corporations. 


The Free Trade Zone 

Because capital investment is.so highly valued, 
nation-states offer various incentives in order to attract 
capital. As this bidding process has heated up with 
states competing against one another to offer the most 
attractive tax rates, lowest-paid labour, cheapest elec¬ 
tricity and water, it has culminated in the Free Trade 
Zone idea. 

Furthermore, a new international division of labour 
has evolved with the establishment of the "Global Factory", 
as it were. What this means is that steel, automobiles, 
electronics, textiles, and other mass production indus¬ 
tries have been shifted to the Third WorId. to take advan¬ 
tage of these incentives and to escape union labour, 
pollution-control laws, and other government regulations. 

Experience shows that the Free Trade Zone (FTZ), also 
known as an Export Processing Zone or Industrial Free Zone 
(IFZ), does not bring many advantages to the Third World 
but to the corporations who move in. In many cases govern¬ 
ments have virtually surrendered sovereignty over FTZs to 
a Zone Authority whose job it is to ensure that business 
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proceeds smoothly. Fences topped by barbed wired and 
concrete walls surrounding the Zone are familiar features 
as are zone police who search employees as they leave the 
Zone and generally create an atmosphere of terror. 


They may not he all that bright? 
but they can read. 


*5 v -' 
><Vy 

xxV 



WARNING 

VGW 




WORMRLD 

SECURITY 


Always one move ahead. 


Tax holidays, strike-free, low-wage labour, cheap 
power and water, low interest, government-guaranteed loans 
and nearby airports and harbours are important i ngr e di ents 
to create an attractive investment climate in the Zone. 
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In Fiji’s Development Plan 8 a proposal for an Indus¬ 
trial Free Zone is outlined: 

The main objectives of setting up an Industrial Free 
Zone during DP8 are to develop industrial land for 
export-based industries only and to administer this 
as a free zone. With the shift in emphasis from im¬ 
port substituting to export industries and. with the 
problem of unemployment, it is felt that the estab¬ 
lishment of an industrial free zone would not only 
diversify the export base but contribute to the 
employment objective as well. 


An Economic Development Board has been created to 
facilitate the export-drive strategy. The 1980 report 
of Fiji’s Central Monetary Authority states, 


Foreign investment would be welcomed and encouraged 
by various means including provision of appropriate 
incentives such as tax holidays, tariff concessions 
accelerated depreciation allowances, export rebates 
etc. 


J 
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The Central Monetary Authority also suggests that the 
Economic Development Board could look at the idea of a 
Free Trade Zone. 

The idea of an Industrial Free Zone is. attractive 
because it appears to aid industrial diversification, 
generate foreign exchange earnings, ease unemployment 
and encourage the transfer of technology. Except for_the 
technology transfer aspect, the Free Trade Zone experience 
has contributed to these objectives, but not without high 
cost and not to the extent hoped for. 


Cheaply provided land, labour, and infrastructural 
facilities are the components transnational corporations 
seek from Third World nations. Control, technology, 
planning, research and the construction of the machines 
remains in the industrialised world. Employment objec¬ 
tives have riot been met in most Zones and, in any case, 
the non-union status of Zone labourers affords them no 
security. 

The contribution Free Trade Zones make to domestic 
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C economies is negligible because tax revenues are forgone, 

infrastructure is cheaply provided, and wages are low. 
These concessions represent desperation on the part of 
o Third World nations, they surrender self-respect, and they 

allow transnational corporations to drop any pretense of 
truly aiding in the development of thfe Third World. 


The Tax Haven 


Vanuatu is host to more foreign corporations and banks 
than any other Pacific Island nation as a result of the 
country's tax haven status. The tax haven, or finance 
centre, was introduced in 1971 by the Condominium as a 
means of producing revenue. The government of newly inde¬ 
pendent Vanuatu has chosen not only to maintain the tax 
haven status but to establish a shipping registry of f lag - 
of-convenience law as well. 



The tax haven brings more than 1000 corporations and 
75 banks to Port Vila to take advantage of the tax free 
provisions and secrecy offered by the tax haven. Mr. Tom 
Bayer, Chairman of the Finance Centre Association, esti¬ 
mates three to four thousand million US dollars make their 
home in Vanuatu. He also claims that approximately A$10 
million flows into Vanuatu's economy as a result of the 
finance centre. 4U 
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The Melanesian International Trust Company Ltd., which 
provides fi nan cial services to corporations and banks in 
the tax haven, advertises, 

o 

There are no income, salaries, profits, corporate, 
sales or withholding taxes and, the exception 

of certain local land transactions, no capital gains 
taxes. Additionally, there are no gift, estate or 
succession duties. Stamp Duty is levied on certain 
instruments and documents affecting property-or 
interests in Vanuatu. Vanuatu has not entered into 
any tax treaties or double tax agreements with other 
countries. No exchange^controls operate on foreign 
currencies in Vanuatu. 

The tax haven is a complex legal entity and companies 
require the expertise of accountants and lawyers to maxi¬ 
mise profits by selling their products at a low price to 
their Vanuatu subsidiary and reselling them at higher 
prices in countries with higher taxes. Thus, in return for 
a small fee, Vanuatu is complicit in and legalises the. 
efforts of transnational corporations and banks to avoid 
legitimate taxation and public scrutiny. 

£ 

Similarly, the new shipping registry or flag-of- 
convenience law allows shipping companies to avoid taxation, 
safety regulations, and to operate with cheap, non-union 
labour. A recent UN conference on shipping urges that 
efforts be made to phase out flags-of-convenience and.seek 
ways for small nations to participate in the world shipping 
industry. The shipping registry will enable Vanuatu to 
offer a complete range of services for corporations which 
for perverse reasons would like to keep out of the public 
eye. 
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Mining, Fishing, Forestry, Tourism and 
Commodities: Easy Gain or Heavy Cost? 


Mining, fishing, forestry, tourism and commodities 
have a number of common attributes. They are all major 
industries in the South Pacific and have been accorded 
important places in the development plans of most Pacific 
Island governments. Foreign aid and investment is consi¬ 
dered to be a vital ingredient in "developing" these 
sectors and incentives are offered to attract this invest¬ 
ment. Foreign investors and managers appear to do the 
complex and difficult work. The way is made "easy" for 
Pacific Island governments. But these apparently easy 
gains actually carry very heavy costs. 

One or a very few transnational corporations totally 
dominate these industries in various Pacific Island coun¬ 
tries. These companies seek to recoup their investments 
very quickly, usually in three to five years. They occupy 
"enclaves" in Pacific Island economies with few linkages 
to the domestic economy. The TNCs investing in these 
industries use capital-intensive inputs which minimize 
local employment opportunities. All have a significant 
"leakage" of profits repatriated overseas. 

These industries have been associated with social 
conflict or disruption in the Pacific Islands and around 
the world. All have resulted in environmental pollution 
and cultural damage. 

These industries indicate a transformation of Pacific 
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Island economies as hopes are pinned on large-scale projects. 

Foreign investors in these industries profit far more 
than do Pacific Islanders. Acceptance of the notion that 
this is inevitable in the short-term does not hide the fact 
that the role of the Pacific Island nations is a subordin¬ 
ate one and that only a small elite really profits from 
collaboration with the TNCs. The many local, small-scale 
fisherpeople, saw millers, and hotel, restaurant and taxi 
operators are destined to remain of minor importance com¬ 
pared to the TNCs. It appears illusory to believe that 
relations between Pacific nations and the industrialised 
nations will be equalised under these plans. 


Mining 


The extraction of mineral resources is the largest 
source of export earnings from the Pacific Islands, total¬ 
ling A$751 million in 1979, or 42% of all export earnings. 4 1 
The economies of four nations—Kiribati, Nauru, New Caledo¬ 
nia, and Papua New Guinea—are heavily dependent on mining, 
and gold mining has long been significant in Fiji. 

Mining is one _ of the 
oldest industries in the 
region, beginning in the 
1860's in New Caledonia 
and in the 1870's in PNG. 

As in other parts of the 
Third World, mining was 
a factor in the colonisa¬ 
tion of the Pacific and 
it is a factor in the 
continuation of French 
colonialism and in the 
persistence of neo¬ 
colonialist patterns of 
development. Extensive 
exploration for economi¬ 
cally recoverable depos¬ 
its of minerals and oil 
is going on throughout 
the Pacific, and in 
Melanesia particularly. 


OkTedi Mining Limited 

has been nominated as the Company to undertake, 
construct, develop and operate the 

Ok Tedi Copper/Gold Mining Project 

in the Star Mountains of Papua New Guinea by 

The Broken Hill Proprietary Company Limited 
Amoco Minerals Company 
Metallgesellschaft AG 
DegussaA.G. 

Deutsche Gesellschaftfuer WirtschaftlicheZusammenarbeit 
(Entwicklungsgesellschaft) mbH (The German Development Company) 

The above mentioned companies will be shareholders 
in the Company together with 

The Independent State of Papua New Guinea 


N.M. Rothschild & Sons Limited 
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Makem Toiins (l) and 
Gruok Uniagem are 
standing on a gold¬ 
mine, They are stand¬ 
ing guard at the tog 
of remote Mt. Fubilan, 
which contains gold 
worth KS00-400 
million. They are 
protesting TNC exploi¬ 
tation of PNG mineral 
resources. Unfor¬ 
tunately , the mining 
agreements were al¬ 
ready finalised and 
signed, far from their, 
place. (TIMES OF PNG) 


Two regions in 
particular, the Per¬ 
sian Gulf (oil) and 
southern Africa (min¬ 
erals), illustrate 
the attention focused on mineral resources and the vio¬ 
lence often associated with it. The industrial nations 
and the INC's are virtually unbridled forces as they seek 
to secure access to mineral resource supplies. 


TWO MEN ON A MOUNTAIN 


The industrial nations must import a number of stra¬ 
tegic minerals: 

Japan must bring in from abroad more than 90 percent 
of its iron, copper and tin 3 and 100 percent of its 
• bauxite and nickel. Western Europe imports 96 

percent of its tin 3 93 percent of its copper, 75 
percent of its lead, and 89 percent of its nickel. 
(1972 figures)43 

A trail.of destruction has been left in the wake of 
mining, and the Pacific Islands have not escaped this un¬ 
fortunate legacy. Decades of rapacious phosphate mining of 
Nauru and Ocean Island by the British Phosphate Commission 
has left the islands' landscape looking like the moon, and 
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tiie inhabitants with only a fraction of the total wealth 
extracted from their home. The Ocean Islanders, known as 
Banabans, do not live on their home island which is no 
longer able to support them; they have fared worse than 
the Nauruans who have at least profited from phosphate 
mining since their independence in 1968. 

Mining in the South Pacific must necessarily be under¬ 
taken by transnational corporations because they have the 
expertise, technology, capital and access to markets. 

Papua New Guinea, with its considerable mineral wealth, has 
built its economic development strategy around the con- t 
struction of a number of huge, extremely expensive, capital- 
intensive mines, built and operated by transnational 
corporations, which the government believes will generate 
many millions of kina in revenue to finance other develop¬ 
ment projects. The problem of deciding how to split up the 
money generated by mining between the national and provin¬ 
cial governments and of who does the best job of spending 
it has been a source of conflict in PNG. 

The most important influence on the setting of copper 
prices is the London Metal Exchange, a privately owned 
British company. The 30 main companies dealing on the 
exchange are largely mining and refining companies, metal 
and commodity trading groups, banks and financial conglo¬ 
merates and international trading and investment groups. 

No T hir d World mining or smelting company is represented.^ 

PNG is dependent on the volatile commodity market. 

The World Bank estimates that copper prices fluctuate by 
18.6% a year on average. PNG is fortunate to have a 
mineral resource stabilisation fund, but this cannot miti¬ 
gate completely the effects of commodity price fluctua¬ 
tions. In 1975, one tonne of copper bought 115 barrels of 
oil; by September 1981 one tonne of copper bought only 
54 barrels of oil. ^ 

New Caledonia is dependent upon income from nickel 
for more than 90% of its export earnings. Thus, the 
manager of the French mining corporation, Societe Le Nickel 
says, "When we have problems, New Caledonia has problems." 

New Caledonia is the world’s second largest producer 
of nickel, most of which is exported to Japan. The nickel 
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industry is in the hands of a few miner-settlers and the 
Societe Le Nickel. Each 25,000 tonne boatload brings the 
miners 28 million francs. It is said that 50 percent of 
the population—mainly Europeans—benefit from this indus¬ 
try, while the other 50 percent suffer from its effects. 

The privileged place of nickel has meant that few 
other sectors of activity have developed. The consequence 
of this has been that the territory has been susceptible 
to the fluctuations of the international nickel market, and 
in order to provide supplies and equipment, New Caledo nia 
has become increasingly dependent on the outside. 46 

Over the past 30 years more minerals have been con¬ 
sumed than in all previous human history. Mineral resources 
are finite and the struggle for control of mineral resources 
is intensifying. Tne U.S. Secretary of State, General Haig , 
says ominously, "The era of the resources war has arrived." 


Fishing 

Fishing is a major industry in the South Pacific. 

Fish and seafood exports from the Pacific Islands totalled 
A$179 million in 1979 making it the third largest export 
industry in the region. 47 More than half of the total, 
A$108 million, came from American Samoa, where canneries 
are operated by two U.S. transnational corporations, 

Ralston Purina and H.J. Heinz. 46 

Fishing in the South Pacific is important to the U.S. 
and Japan. Fishing is the major U.S. economic interest in 
the region, being a multi-thousand million dollar industry. 
Japanese fishing interests have increased and altered their 
involvement in South Pacific fishing in crucial ways since 
the oil price rises of 1973 and the introduction of the 
200 mile Exclusive Economic Zones (EEZ) in 1977. 

The 200 mile EEZ has vastly expanded the territory of 
Pacific Island nations. More than 90% of all fish are 
caught within 200 miles of. land, but Pacific Island nations 
are finding the EEZ difficult to enforce, as their small 
or non-existent fleets of patrol boats are unable to cope 
well with illegal intruders. Aditionally, the U.S., which 
consumes more than 50% of the world’s tuna, will not recog- 
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nise that the EEZ applies to migratory fish like tuna. 

Japanese firms have pursued a joint venture strategy 
with Pacific Island nations as a result of the EEZ and the 
rising oil prices. Joint ventures have locked Pacific 
nations into a cycle of dependency on aid and transnational 
corporations. Fiji's Development Plan 8 acknowledges that: 

Industrial fisheries is a high-technology , skill¬ 
intensive activity 3 and in the immediate future Fiji 
will continue to 
Korean expertise. 

More than 70% of the money mandated for fisheries spending 
under Fiji's DP8 will be supplied by Japanese aid. 

The role of Pacific Islanders in Japanese fishing 
firms is a subservient one. They are recruited to work 
the fishing boats under Japanese supervision or to staff 
the canneries in menial positions. Pay for islanders is 
poor, an attraction to transnational corporations. The 
Executive Vice President of Taiyo Fishery Co., the world's 
largest fishing company (with a subsidiary in the Solomon 


defend heavily upon Japanese and 
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Islands) once said: 


To make overseas fishing operations economically 
practical, we have to reduce the number of Japanese 
employees and increase the number of local employees 
instead.^0 

While Pacific Islander’s have thus been marginalised, 
Japanese fishing companies have evolved into verti cal ly 
integrated companies that handle fish all the way from 
fishing to processing and trading. 

The argument that Pacific Island nations will slowly 
gain the expertise necessary to undertake industrial 
fishing themselves is doubtful, but even if it proves 
correct Pacific nations will be in the position of supply¬ 
ing transnational corporations with fish to process and 
trade—the areas where the money is really made. 

Large-scale fishing is yielding little practical 
benefit to local people. High technology, export-oriented 
fishing is not applicable to the small-scale fisherpeople. 
In fact, corporate fishing depletes stocks which should 
remain available for local people. In the Solomon Islands, 

So far the main rotes of nationals have been to supply 
baitfish to Solomon Taiyo at prices which are said 
to be low 3 or to allow the company f s own boats to 
catch baitfish in the lagoons in return for a lump¬ 
sum payment to the local villagers . The advent of 
Taiyo has resulted in the gradual disapperance of 
these small fish from sheltered waters and with them 
of the larger fish which are now forced to go else¬ 
where in search of food. ^ 

After being caught, fish move from the poorer nations 
to the wealthier nations, and sometimes back to the poorer 
nations as canned fish! 

In not receiving a fuller share of the benefits of 
the enterpriseeach low income worker in the Pacific 
who helps to furnish tuna sandwiches for distant 
Americans or Japanese or Europeans in effect subsi¬ 
dises their lunches. ^2 
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Every minute 20 hectares of the world's tropical rain 
forest is cleared. Major climatic changes, erosion, 
extinction of species, harm to raw material resources, and 
da mag e to the world food supply are among the potentially 
catastrophic consequences of this rampant destruction of 
the forests. Can the Pacific Islands escape these 
realities? 

Large-scale forestry represents another area of TNC 
interest in the region. In 1979, the export of wood and 
by-products from the Pacific Islands amounted to A$67 
million, 4 almost all of this being generated by Papua 
New Guinea and the Solomon Islands, where transnational 
forestry operations have been greatest. Japan is the 
major market for Pacific Island timber exports. 

The industry is expanding rapidly. Fiji's emerging 
pine industry is destined to become the nation s third 
largest foreign exchange earner within the next decade, 
and the K80 million investment in PNG's Vanimo timber 
area will be one of its biggest economic projects in the 
1980s. 

For the most part. Pacific Island governments have 
been very serious about assuring the responsible use of 
their forestry resources, particularly in light of the 
unfortuante exploitation that has taken place in Third 
World nations like the Philippines, Ivory Coast and Brazil. 
However, the serious economic and environmental arguments 
to be nade against large-scale forestry point up the need 
to develop models which will maximise the long-term 
benefits to Pacific Island governments and their people 
and minimise dependency. 

Unprocessed log exports are worth much less than are 
semi-processed or processed wood exports. In 1979, the 
earnings from a cubic meter of logs was US$96, but for 
semi-processed logs (such as sawn logs) the earnings were 
US$265 and for processed wood (such as furniture parts) 
the ear nings were US$786. 55 Most processing takes place 
in metropolitan countries. Between half and two-thirds 
of PNG’s exports are unprocessed logs, as are nearly all 
of the Solomon Island’s exports. At the same time that 
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Japan's traditional suppliers, like Indonesia and Malaysia, 
are demanding that Japan accept processed wood from them, 
Japan is turning to new suppliers, such as the South 
♦ Pacific. 

Politically, too, problems havenarisen. Landowners 
have physically confronted transnational corporations in 
the Solomon Islands and Papua New Guinea. In Fiji bitter 
confrontations over which foreign corporation is to run 
the pine industry have taken place between landowners and 
the Fiji Pine Commission, a statutory body. These con¬ 
flicts have centered around issues like the destruction of 
sacred areas and the forests which villagers have depended 
on in many ways for generations. Money has also been a 
major.dispute. In many cases, landowners have seen little 
material benefit from forestry. 

Underlying this dissatisfaction is the lack of parti¬ 
cipation landowners have had in the decision affecting 
their lives. In Fiji bitter confrontations developed when 
a U.S. company, United Marketing Corporation, went straight 
to the landowners and their representatives on the Pine 
Commission board and won their support, while British 
Petroleum won the support of the expatriate dominated 
management of the Pine Commission. 

In some places landowners have expressed their dis¬ 
like for the close identification of interests between 
their governments and the transnational corporations. 
Villagers in the Solomon Islands who protested to the 
government about the careless destruction of their for¬ 
ests by Levers Pacific Timbers Ltd., a subsidiary of the 
giant TNC Unilever (which has 800 subsidiary companies 
around the world), were told that to oppose Levers was 
the same as to oppose the government! 


With no road through Iriri, Lever’s have to barge it past 
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Environmental problems associated with large-scale 
forestry are very serious. Professor or Forestry at the 
PNG University of Technology, Dennis Richardson, asserts 
that the impact of advanced technology forestry on the • 

South Pacific nations can be compared to the impact oil 
supertankers and nuclear weapons testing have on larger 
environments, and, he asks, are we justified in using tech¬ 
nologies which may prove dangerous and uncontrollable? 56 


Tourism 


Tourism may be grouped with mining, fishing and 
forestry for several reasons. Like the others, tourism is 
dominated by transnational corporations. It too is a major 
industry in the Pacific and it occupies an important place 
in the development plans of Pacific Island governments who 
consider it to be a rather handy remedy for economic 
difficulties. 

Tourism is the number two industry in -Fiji after 
sugar, and aside from the military it is the mainstay of 
French Polynesia's economy. Visitor arrivals have soared 
over the past 15 years in Tonga, Western Samoa and Guam, 
and tourism will likely grow in several other locations. 

The complex inter-relationships between travel agents, 
hotel and airline operators, and banks has enabled a few 
metropolitan corporations to consolidate virtual control 
over the tourist industry. Southern Pacific Hotel Corpor¬ 
ation, Club Mediteranee, Air New Zealand, Qantas, Burns 
Philp and W.R. Carpenters are familiar names of corpora¬ 
tions firmly established at the top of the South Pacific 
tourism pyramid. Beneath them the Pacific Island govern¬ 
ments, local hotel restaurant and transport operators, 
waiters, waitresses, hotel employees, dance groups, handi¬ 
craft producers, and others scramble for the "crumbs off 
the table." 

Crumbs they are. Estimates of the net earnings from 
tourism which remain in the host country generally range 
from 20 to 30 percent after account is taken of repatriated 
profits, payments for imported goods, expatriate salaries 
and the percentage of additional disposable income that is 
spent on imported goods. 


52 



£r 



The flow of tourists in and out of Pacific nations 
resembles a well-oiled machine with more tourists moving 
here or there according to airline schedules and ticket 
prices, hotel expansions and government incentives, and 
dropping off when political disturbances create an "unsta¬ 
ble" situation as in Vanuatu in 1980. 


Reliance on tourism increases the dependency of Third 
World nations on the "centre" or tourist generating 
nations. Not only are they dependent on travel agencies, 
hotel and airline corporations, but they are also depen¬ 
dent on the ups and downs of the economies of the "centre" 
nations. When recession hits in the tourist generating 
nations and the number of tourists drops off, it is Pacific 
Islanders who suffer most. The transnational corporations 
have the financial resources to weather the slowdown. It 
is difficult to see how the self-reliance of Pacific Island 
nations can be enhanced by dependence on a service industry 
like tourism rather than based on a productive industry 
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like agriculture. 

While it is argued that tourism is more consistent as 
an income producer than are export commodities which are 
subject to wide price fluctuations on the world market, 
this neglects the social costs involved, the heavy debt 
burdens incurred from infrastructure investment, and the 
potential gains eaten away by the unrestricted repatriation 
of profits and costly government tax concessions given to 
attract investment. 

Government investment on infrastructural facilities 
is vital to the tourist industry. To finance this invest¬ 
ment governments must borrow from institutions such as Jdig 
official told the 1981 Tourism convention that the expen¬ 
sive Monasavu Hydro-Electric Project, the Nadi-Suva Highway, 
and the Vatutu Water Supply Scheme are services which will 
directly benefit tourism,while other observers have ex¬ 
pressed doubts as to how necessary these investments are 
for the good of the nation at this time. 

Perhaps it is not coincidental that Fiji faces the 
possibility of becoming the first South Pacific nation to 
carry an onerous debt burden. Its burden for 1981 totals 
F$264 million and requires debt service payments of F$42 
million. A vicious cycle, more and more familiar in the 
Third World, could set in. To meet debt service payments, 
more money is borrowed. But it is unlikely that taxes on 
hotels would be increased for fear of losing investors. 

In fact, taxes could be lowered so as to attract new in¬ 
vestment! Who pays the debt? Those who can least afford 
to: ordinary people. 

The images tourists have of destinations like the 
Pacific Islands are very important. By and large, these 
images are shaped by the travel industry in the tourist 
generating nations. Pacific nations have images of places 
of "sand, surf, and sex." When the Caribbean nation of 
Jamaica, which shares an image similar to that of Pacific 
nations, tried to institute government policies aimed at 
increasing Jamaican control over the tourist industry, 

North American and European c 



flow of tourist to Jamaica. 


in your place and play your role." Nations that are 
interested in real equality with the transnational corpor- 
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ations will soon find themselves on the outside. 

As long as the tourist industry's first concern is 
for moneys the relation between tourist and host will 
reflect that concern; the tourist will want the most 
for the dollar and the host will+want the most 
dollars for the "hospitality w given. The poor host 
is always being defeated by his hunger for money . 

If toixrist and host are to meet as human beings 3 
dihis priority of money over people must change. 

The industry's structure must change. 


Commodities 

Most Third World nations are dependent on one or a few 
cash crops to provide most of their export earnings, and 
the South Pacific is no exception. The export earnings of 
fruits and vegetables, coffee, tea, cocoa, copra, coconut 
oil, sugar, palm oil and other crops from the region 
amounted to A$587 million in 1979.^9 

For the most part these crops were introduced to the 
region through European colonisation and the use of forced 
or indentured labour. The reliance on export crops has 
the Pacific Islands firmly rooted in the same form of 
dependency in which other Third World nations currently 
find themselves. 

This is because Third World nations are price-takers 
and not price-makers. Tanzanian President Julius Nyerere 
says: 


The producers put on the market whatever they have 
managed to grow or mine in that year; the goods are 
often perishable , and in any case the poor nations 
are desperate for foreign exchange and have no 
facilities for storage—known facts which further 
weaken their bargaining position. A small number of 
purchasers then decide how much they will buy 3 and 
at what price. We sell cheap and we buy dear 3 whe¬ 
ther we like it or not. The poor nations of the 
world remain poor because they are poor 3 and because 
they operate as if they were equals in a world 
dominated by the rich.®® 
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Non-essential crops like coffee, sugar, tea, cocoa 
and bananas are exported from Third World nations, while 
wheat, barley, com and soy are grown in the industrial 
nations. Food imports have become crucial to the survival 
of a number of Third World countries, and it makes a big 
difference to many more. 

It is the rich who handle the crops produced by the 
poor. The United Nations Commission for Trade and Devel¬ 
opment reports that 85% of the trade in cocoa is in the 
hands of transnational corporations, and similarly, 70-75% 
of the banana trade, 85% of the tea trade, 85-90% of the 
coffee trade, and 60% of the sugar trade is in the hands 
of a few corporations. _L 

Only a fraction of the final value of the products 
made from cocoa, copra, coffee, sugar and other commodities 
produced by Third World nations returns to them. TNCs reap 
the big profits because they control the shipping, trading, 
processing, advertising and retailing channels through 
which commodities move from the farmer to the consumer. A 
noticeable trend in the recent past has been the withdrawal 
of transnational corporations from growing crops on planta¬ 
tions in favour of purchasing from farmers—thus shifting 
the burdens of price flucuations away from themselves. 

Prices can fluctuate dramatically, but Third World 
nations have little say over prices. The most important 
figures in the setting of commodity prices are the commo¬ 
dity traders based in the industrial nations. There, 
thousands of businessmen, who have little or no contact 
with farming, buy and sell commodities in a complex gamb¬ 
ling system as they bet against the forces of supply and 
demand, natural disasters which affect the supply of crops, 
and the internal troubles of Third World nations. 

The World Bank estimates that, on average, coffee 
prices fluctuate by 18% a year and cocoa prices by 26.5%. 
Si milar figures are available for other commodities. Third 
World nations are thus caught in a vicious circle: when 
commodity prices are high, producers are encouraged to 
plant more, but when the market becomes glutted with over¬ 
supply, prices tumble. Government budgets and development 
plans lose their meaning when they are unable to realisti¬ 
cally anticipate their revenues. 
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Still, cash crops for export have an important place 
in Pacific Island development plans as schemes for growing 
rice, sugar, coffee and other crops proliferate and the 
lure of the cash economy motivates Pacific Island farmers. 


ONLY A FRACTION OF THE FINAL VALUE OF THE PRO¬ 
DUCTS MADE FROM COCOA, COPRA, COFFEE, SUGAR AND 
OTHER COMMODITIES PRODUCED BY THE THIRD WORLD 
NATIONS RETURNS TO THEM. TNCs -REAP THE BIG 
PROFITS BECAUSE THEY CONTROL THE SHIPPING, TRAD¬ 
ING, PROCESSING, ADVERTISING AND RETAILING 
CHANNELS THROUGH WHICH COMMODITIES MOVE FROM 
THE FARMER TO THE CONSUMER. 


As more land in Pacific Island nations is being set 
aside for the production of cash crops (much of the best 
land is already used for this purpose), the production of 
food is stagnant or dropping in relation to population 
growth and food imports are rising. This can be a big 
drain on precious foreign exchange reserves. For example: 

In monetary value , per capita food imports in 1977 
were US$400 in French Polynesia 3 $95 in Fiji, $59 in 
Western Samoa and, the least 3 $35 in Papua New Guinea. 

One of PNG’s greatest assets, as that country strug¬ 
gles with the problems of independence, is that some 2.5 
million of its people feed themselves. In terms of energy 
use, these farmers are much more efficient than are the 
highly mechanised western farms. And, "They are the only 
truly independent people in the country" because they 
provide for themselves.63 


Seabed Mining : A New Kind of Competition 

The growing importance of the Pacific is further 
shown by the coming of seabed mining. The exploitation of 
seabed mineral resources will bring a new kind of competi¬ 
tion and unknown dangers for the ocean, with benefits to 
Pacific people as yet unknown. 

The UN Law of the Sea Conference was undertaken nearly 
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a decade ago as a result of initiatives by the industrial 
nations who considered it important to have agreements 
concerning political, economic, judicial and administrative 
matters of the ocean. The ocean's resources were recog¬ 
nised as the "common heritage of mankind." Since then, 

TNCs have poured hundreds of millions of dollars into the 
advanced technology necessary to exploit the mineral-rich 
nodules lying on the ocean floor at depths up to 10 km. 

The TNCs and the conservative U.S. Administration see 
international regulation of deep seabed mining as, unaccep¬ 
table.^ 


o 

Manganese nodules are found at depths of from 3,000 to 6,000 meters (meter = 3.3+ 
feet). Alan Archer of the United Kingdom estimates that there may be on the order of 
175 billion dry tons of nodules available for initial mining operations. The mineral 
content and density on the sea floor of those in the North Equatorial Pacific makes 
them most commercially attractive today. These nodules are composed on the average 
of copper (1.16%), cobalt (0.23%), nickel (1.28%) and manganese (24.6%). Substantial 
additional amounts of nodules are known to be distributed on the ocean floor in 
, various areas and with varied mineral content. 

It is estimated that there are more than US$3 trillion 
worth of recoverable nodules containing nickel, copper, 
cobalt, manganese, and molybdenum. These minerals have uses 
crucial to the functioning of industrial economies. 

Cobalt is used for: jet turbine bladesother 

aircraft parts , electronic applications , 
and space age metal alloys. 

Manganese is used for: steel production. 

Nickel is used for: corrosion resistance in chemicals 3 
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petroleum refining, aircraft parts, motor 
vehicles and electrical machinery. 

Molybdenum is used for: hardness, strength and, 

corrosion resistance to steel, cast-iron 
non-ferrous metals. 

The Pacific Ocean is the major area of nodule depos¬ 
its. There are three major areas presently targeted--one 
between Hawaii and California, another between Hawaii and 
Micronesia, and a third in French Polynesia. Nodules_have 
also been located near the Cook Islands, although it is 
not known whether they are commercially recoverable. 

A number of major consortia of TNCs have been formed 
for the purpose of seabed mining ( see box). Despite the 
vast profits assumed by those with the capital and techno¬ 
logy to mine the seabed, such exploitation is.not without 
its costs. A potential problem with seabed mining is its 
effect on the natural environment. 

Two mining methods have been developed. One is simi¬ 
lar to a vacuum cleaner in that a long suction pump sucks 
the nodules off the ocean floor. The other method, known 
as the "continuous line bucket" method, scoops the nodules 
off the ocean floor in huge buckets. Both methods will 
disturb the sediment on the ocean bottom; the continuous 
line bucket system would release sediment all the way up 
and the vacuum cleaner would stir up a bigger cloud on 
the bottom and would release much sediment at the top.. 
Some particles are so fine that once.they are stirred in 
conditions where the water is still it can take at least 
a year to settle again. 

If, for example, sediment is released at the surface 
in a tuna fishing ground, would this affect the behaviour 
of skipjack coming there to spawn? What affect will 
planned, giant, floating nodule refineries have on the 
ecosystem? 

During the long years of negotiation of the Law of 
the Sea Treaty many of the Pacific Island nations have 
been colonies of the U.S., Britain and France. Needless 
to say, the long-term interests of the Pacific Islands 
were not the major concern of these powers. France has 
maintained that New Caledonia and French Polynesia are 
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Man has hardly begun yet to tap the riches 



Kennecott Exploration Corporation 

Kennecott Copper (US) 50% 

Rio Tinto Zinc (UK) 10% 

Consolidated Gold Fields (UK) 10% 

Noranda Mines (Canada) 10% 

Mitsubishi (Japan) 10% 

British Petroleum (UK) 10% 

Ocean Management Incorporated 

International Nickel (Canada) 25% 

AMR-Metallgesellschaft, Preussag, 

Salzgitter (West Germany) 25% 

Domco-Sumitomo, Nippon Mining 

Dows Mining, and others (Japan) 25% 

SEDCO (US) 25% 

Ocean Minerals Company 

Standard Oil of Indiana (US) 

Ocean Minerals Inc. 

Lockheed Missiles and Space (US) 53.3% 

Royal Dutch Shell (UK/Neth) 33.3% 

Bos Kalis Westminster (Neth) 13.3% 

Total: Ocean Minerals Inc. share: 75% 

AFERNOD (France) 

Centre national pour 1 T exploitation des oceans 
(CNEXO) 

Commissariat a l’erergie atomique (CEA) 

Bureau de recherche geologique et minieres (BRGM) 1 
Societe metallurgique le Nickel (SLN) 

Chantiers de France—Dunkerque 

Deep Ocean Minerals Association 
35 Japanese companies 


FLOATS 


Source: South Magazine 3 April 1981 



They ar® up!© 
ten inches long and 
shaped like potatoes 


SUCTION 

PUMP 


TV CAMERA 


Artist’s impression 
©f a deep-sea 
nodule col Sector with 
TV camera to scan 
ocean floor 
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integral parts of metropolitan France. Responsibility for 
the French Polynesian seabed mineral deposits have been 
shifted to Paris. If a vast supply of new.nickel comes 
onto the world market New Caledonia.will likely suffer 
from depressed prices, but metropolitan France could . 
benefit. Such are the contradictory interests of colonial 

powers! 

In summary, the Pacific Ocean represents a frontier— 
it is increasingly being exploited for food, mineral 
resources and oil by the industrial nations and the TNCs. 
Military considerations cast a dark shadow over the.region. 
Powerful forces have taken the initiative in determining 
the use of resources and the patterns of consumption. They 
have also made the region their dumping ground for mediocre 
products as well as a nuclear and tourist playground. Thus 
the island nations are being used to fulfill the needs of 
people in the West, not the people who actually live there. 
Such are the trends. This unequal situation is mediated 
primarily through economic relationships now operating to 
the detriment of island peoples. 


♦ 
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THE PACIFIC OCEAN REPRESENTS A FRONTIER - IT 
IS INCREASINGLY BEING EXPLOITED FOR FOOD, 
MINERAL RESOURCES AND OIL BY THE INDUSTRIAL 
NATIONS AND TNCs . . . THUS THE ISLAND NATIONS 
AND THEIR RESOURCES ARE BEING USED TO FULFILL 
THE NEEDS OF PEOPLE IN THE WEST, NOT THE 
PEOPLE WHO ACTUALLY LIVE THERE. 
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Responding to the Reality of Trans¬ 
national Corporations and the Inter¬ 
national Economic Crisis 


THE INTERNATIONAL ECONOMIC CRISIS 


The.economic system that has spawned transnational 
corporations is in serious trouble. It is based on unlim¬ 
ited access to cheap raw materials for its continued expan¬ 
sion, particularly oil, but we face an era of limit s as the 
supply of raw materials dwindles. When resources were 
cheap and abundant and the colonised world was passive and 
raised few objections to the removal of its mineral wealth, 
economic expansion seemed guaranteed. The creation of more 
wealth was seen as a cure-all. But, what we are now wit¬ 
nessing is a combination of monetary, food and energy 
crises tragically intensified by an accelerating arms race. 

Whole sections of the world's population are being 
marginalised and abandoned to suffer in poverty. In res¬ 
ponse to their own economic difficulties, industrial 
nations are increasingly protecting their economies by 
raising trade barriers. No convincing solutions have been 
offered to.address problems like unemployment, pollution 
and inflation. Instead, the industrial nations are resist¬ 
ing the idea of "global negotiations" for a New Interna- . 
tional Economic Order. Clearly, aid and food have become 


63 




weapons used in keeping Third World nations in line. 

Those nations that have opened themselves completely 
to foreign investment—such as South Korea, Brazil, Chile, 
Argentina, and Taiwan—are "national security states" 
which place the interests of transnational corporations 
and the rich elite over those of their own people. Father 
than concerning themselves with the real needs of the 
people, authoritarian governments look to macroeconomic 
indicators which show "progress" in the form of- growing 
Gross National Product, strong currencies and improved 
international credit ratings. But, like many statistics, 
these indicators lie. They fail to show who really bene¬ 
fits and who pays. 


AN ECONOMIC PROFILE, DIFFERENT COUNTRY GROUPS 



GNP 

Annual % 

Index of per 

Country group 

per 

Growth 

capita food 

capita 

rates 

production in 


$US 

1960-76 

1974-76 


1976 


(1965-67=100) 

Developing countries: 
—Low income ($250 




per capita) 

150 

0.9 

96 

—Middle income 

750 

2.8 

104 

(above $250) 




Industrialised 




countries 1 

6200 

3.4 

110 

Capital surplus oil 
exporters z 

6310 

7.0 


Centrally planned 




economies 3 

2280 

3.5 

114 


1 OECD minus Greece, Spain, Portugal and Turkey 

(which are classed as "developing", plus 
South Africa. 

2 Saudi Arabia, Libya, Kuwait. 

3 China, USSR, all of Eastern Europe except Yugoslavia, 

Cuba, North Korea and Mongolia. 


Source: World Bank, World Development Report^ 197-8 
pp. 76-77. 
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Increasing centralisation is apparent as TNCs rush to 
take over other TNCs in bigger and bigger deals. Little 
or no productivity is gained by these massive mergers. In 
fact, as TNCs line up thousands of millions of dollars in 
credit from transnational banks to carry out the takeovers, 
funds that might be used for other pujrposes are immobilised. 

The dream of "catching up" with the industrial nations 
is becoming unrealisable. The terms of trade work against 
the Third World, the rise in oil prices cripples weak econ¬ 
omies, and the cost of borrowing money to finance develop¬ 
ment ^ is reaching an unbearable level. "Aid" provided by 
the industrial nations has been revealed to be a hoax that 
benefits donors far more than recipients. 


THE MOST AND THE LEAST 

Shares of world resources and 1 expenditures 


Developing 

Developed 

Countries 

Countries 

Population 

75% 

25% 

Gross National Product 

21% 

79% 

Export Earnings 

25% 

75% 

Military Expenditures 

23% 

77% 

Weapons Imports 

81% 

19% 

Energy Consumption 

23% 

77% 


Source: New York Times 3 Week in Review 3 p.l 3 
Oct. 25 3 1981 

Their source: Weapons Imports from the United 

Nations 3 all others from Overseas 
Development Council 


The exclusion of people from participation in the 
economic system is fueled by the increasing automation of 
TNCs' operations. The "global factory" which seeks out 
the cheapest land, labour, power and taxes is, in effect, 
an attack on people. 
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TNCs AND IDEOLOGY 


No economic system is without its particular ideology. 
Robert Stauffer of the University of Hawaii has identified 
three major ideological clusters of contemporary capital¬ 
ism. 66 These are growth , profit and consumerism . 

There is a constant need for corporations to grow and 
expand, this being a benchmark of success. At times growth 
is necessary to avoid being taken over by another, corpora¬ 
tion, at other times being taken over is a way to assure 
continued growth. Very few corporations remain comfortable 
with slow growth in the face of ever-concentrating wealth 
and power. ^ 

Profit is the justification for all business activity. 
Milton Friedman has said: "There is one and only one social 
responsibility of business—to use its resources and engage 
in activities designed to increase its profits." This 
ideal reduces human values to secondary considerations. 
Corporate spokesmen try to cover their tracks by claiming 
that profitability of business serves the community. Yet, 
when automation requires redundancies and promises profit¬ 
ability, businessmen assert that the logic of profits must 
prevail. 

Consumerism is a necessity for business. Encouraging 
the desire for more and more things appeals to natural 
human instincts. The idea that the ownership of material 
goods will bring satisfaction is central. An American 
priest reflects on advertising messages, 

You can buy Happiness in perfume 3 Joy in perfume 3 

Life in a cereal box , 'Peace of Mind.' in motor oil , 

and the 'Heal ‘Thing’ in a soft drink. 

A fourth ideological tenet might be added to these 
three. That tenet, clearly visible from the point of 
view of the Pacific Islands and Third World nations in 
general is capital investment . Politicians and economists 
constantly stress the need for the capital investment to 
"develop" the country. Certainly capital is necessary for 
the success of productive enterprises. Foreign investment 
seems the easy answer. But by and large, the profits. 
generated by foreign investment in tourism, mining, fishing, 
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forestry and other areas flows out of Pacific Island 
nations. 

locally owned companies find it difficult to compete 
against the resources marshaled by TNCs and can be forced 
out of business or bought by foreign ^interests. The tech¬ 
nology imported by TNCs—such as expensive, complex 
forestry equipment, or computers for the automation of 
Carpenters' operations—is of little use and benefit to 
Pacific Islands. The most noticeable effect of foreign 
investment tends to be the shocking differences in life¬ 
style between the politicians and businessmen who profit 
by involvement with foreign investors and the jobless 
poor. 


THE EXCLUSION OF PEOPLE FROM PARTICIPATION 
IN THE ECONOMIC SYSTEM IS FUELED BY THE 
INCREASING AUTOMATION OF THE TNCS 1 OPERATIONS. 
THE "GLOBAL" FACTORY WHICH SEEKS OUT THE 
CHEAPEST LAND, LABOUR, POWER AND TAXES IS, 

IN EFFECT, AN ATTACK ON PEOPLE. 


HOW DO TNCs AFFECT ORDINARY PEOPLE? 

Few people fully realise the affect that the global 
economy and transnational corporations have on their every¬ 
day lives. People living in urban areas are more affected 
than rural people. If we ask why people want to move to 
towns and cities and into this economic system perhaps we 
can make some connections. 

Erosion of our earnings and savings due to inflation, 
on an everyday level, is an immediate impact. But as 
pointed out earlier, the prices of imports and exports are 
largely determined in the industrial nations. These things 
are beyond our control. 

On a less obvious level is the impact which corpora¬ 
tions have on the shaping of our tastes. Sometimes out of 
economic necessity, Pacific Islanders are dieting on tinned 



fish and rice, but these are partly status symbols as well, 
as are coca-cola, ice cream and other luxury foods. This 
process of changing eating habits has been referred to as 
"dietary colonialism" or "coca-colonisation." Its bad 
effects are reflected in the rising statistics of malnutri¬ 
tion (imported foods are often expensive and less nutri¬ 
tious ), diabetes, heart disease, tooth decay and other 
"diseases of affluence." 
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As more Pacific Islanders adopt intense Western life¬ 
styles they tend to lose some peace of mind. While "Paci¬ 
fic Time" is still prevalent in villages, the pace of life 
in.urban areas rivals that in any western city. Psychia¬ 
tric disorders are on the increase although they are as 
yet. much lower than in the industrial '•nations. Not all 
Pacific Islanders pass through "10,000 years in a single 
lifetime", but the change is indeed dizzying, and it has 
a big impact, particularly on the young. 

A standard corporate hierarchy exists which ostensi¬ 
bly ranges downward from the shareholders through the 
board of directors to the top management, the middle man¬ 
agement and on down to the employees. The outcome of the 
corporate world is standardisation. Everything is oriented 
to standardisation, particularly education which is geared 
to producing consumers and workers who will fit into the 
system. 

.But the system is not working. Unemployment is a 
growing problem in Pacific Island nations, particularly 
among the young. Unemployed youth often turn to crime. 
Fiji* f° r ' example, has one of the highest percentages in 
the world of its men between the ages of 17 and 25 in 
prison. 

Sexism and racism are ingrained in the corporate 
system. Corporations are dominated by white males from the 
industrial nations. The barriers raised to keep women and 
those from other races from top jobs may be slowly lower¬ 
ing, but nothing changes essentially because those who are 
elevated must reflect the thinking and share the priorities 
of the old rulers. 

The corporation does not have free reign, however. It 
is under siege, and its attempts to bring others into 
management is due to the pressure exerted from those who 
are intensely dissatisfied. 

The controversies surrounding infant formula and the 
injectible contraceptive Depo Provena illustrate the anger 
and frustration women feel toward unresponsive and imper¬ 
sonal forces such as transnational corporations. 
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Depo Provera has not been banned nor has it been 
"approved" for contraceptive use in the United States, 
the country in which it is produced. But it is widely . 
used in many Third World nations despite a great deal of 
uncertainty about the effects its use may cause. 

The infant formula controversy is a prime example of 
how difficult it can be to confront a giant transnational 
corporation (in this case, Nestles) and force it to.change. 
As the number of breast-fed babies in Fiji has declined in 
the past three years, the number of babies suffering from 
infantile diarrhoea has increased, and research conducted 
in Papua New Guinea showed that the rate of clinical mal¬ 
nutrition (requiring hospital treatment) was 10 times 
higher for bottle-fed infants than for those who were 
breast-fed. 68 Similar statistics have been compiled in 
other parts of the world. Finally, (in May 1981), after 
years of pressure, the World Health Organisation adopted 
an international code banning the advertising of powdered 
milk substitutes, limiting direct promotion of these sub¬ 
stitutes in clinics and hospitals in the countries that 
decide to enforce the provisions, and regulating labelling 
and packaging of the substitutes. 

Women are typically victimised in the business world. 
The number of women who are in management positions is very 
small, even though women in the U.S. make up 82% of the 
clerical workforce. In Southeast Asia women are predominant 
in the electronic assembly plants because, it is said, they 
are more adept at working with the tiny parts. Management 
also finds it easier to resist their demands for higher pay. 

The central issue in all of these questions and con¬ 
cerns is accountability. Is the principle that consumers 
are free to decide whether or not to purchase the products 
of TNCs adequate as a measure of accountability? In an 
age of greater concentration of wealth and power, the TNCs 
are increasingly less responsive to the concerns of ordin¬ 
ary people. The priorities of efficiency and profit too 
often conflict with those of human needs. 
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THE TNCs RESPOND TO THEIR CRITICS 

The questioning of the power of TNCs has elicited 
counter-attacks ? sometimes mean-spirited and distorted 
(see Herman Nickel f s "The Corporation Haters", Fortune, 
June 16, 1980), sometimes calculated: 

In September 1975, over 250 persons involved in 
public relations and advertising divisions of the 
world ? s largest transnational firms came from 20 
countries to Geneva, Switzerland. The three-day 
symposium involved a series of presentations and 
small working groups designed to improve the image 
of transnationals. While no final document was 
produced nor official minutes provided of the 
meeting, one Swiss journalist, Urs P. Gasche, did 
note the following elements as common ingredients 
for a counter-strategy for dealing with the 
critics (of TNCs): 

1. The critic is to be identified as an opponent 
of the system and thus discredited as a dis¬ 
cussion partner. 

2. Dubious motives need to be attributed to the 
critic: Ideological or national prejudices, 
envy, stupidity, ignorance and lack of 
experience. Hence, s/he is again discredited 
as a discussion partner. 

3. When criticism is global or circumstantial, the 
contrary is "proved" by means of isolated in¬ 
stances (e.g. description of an individual 
project). 

4. When criticism is indisputable around a speci¬ 
fic case (e.g. in the case of ITT in Chile), 
emphasis is put on the fact that it is an 
individual case, moreover, still under inves¬ 
tigation. 

5. In any’case, it should be said in public that 
defending free enterprise is in everybody’s 
interest. Therefore, it should be shown, 
especially in the mass media, that criticism 
of multinationals is basically criticism of 
free enterprise, and that behind it are the 
enemies of the free world, whose view of life 
is based on Marxism. * 


* David Kalke"Unmasking the Corporate Missionary 11 \ 
Which Side Are We On ?, Inter-Religious Task Force for 
Social Analysis 3 Oakland 3 Califomia, 1980 3 p. 23. 
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WHAT ARE THE ALTERNATIVES? 


Today, more than ever, the evidence indicates that the 
economic system to which the Pacific Island nations are 
seeking to relate is not servicing their real needs but 
making them highly dependent and vulnerable. Countries of 
the Pacific are extremely dependent upon western markets, 
are increasing in their vulnerability to imported inflation 
and fluctating commodity prices and more than ever before 
are locked into a stiuation of maintenance by international 
aid and financial institutions. 

A degree of economic independence is a necessary part 
of consolidating national independence. In today’s world 
this is not easy to achieve. Many kinds of linkages or 
ties may ultimately lead to loss of control and other _ neg¬ 
ative consequences: aid, loans, grants, technical assis¬ 
tance, investments, economic integration, treaties, price 
agreements. These may all be helpful under some circum¬ 
stances, but they may all entail a high cost. Strong part¬ 
ners tend to be able to benefit more from relationships 
than weak ones in so-called "free and open" arrangements. 
Some nations have demonstrated a remarkable capacity to 
achieve influence and power through so-called "peaceful" 
economic means. 

The western economic model is based on material goods, 
not people. At a recent Latin American Churches’ consulta¬ 
tion on transnational corporations there went forth a call 
for a new society: 

based on the recognition that the people are the chief 
agent and subject of history , and that the very neces¬ 
sary structural changes on the national, regional and 
international levels will only be possible if politi¬ 
cal power effectively passes into the hands of the 
people. 

The present structures which encourage individualism 
and self-interest rather than community and the well-being 
of all and which are oriented toward centralised decision¬ 
making must be confronted and changed. 

The ideological bankruptcy of both Capitalism and 
Bureaucratic Socialism has been exposed. The high priests 
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of these systems—the politicians, bureaucrats, corporation 
executives, economists and generals—have not demonstrated 
a capacity.to deal effectively with the problems of unem¬ 
ployment, inflation, unequal income distribution and 
pollution, even within their own countries. Mach less are 
they able to address the question of global reconciliation 
and problems facing Third World nations. Is this not the 
consequence of a profound ideological and spiritual 
malaise? 

The contention that injustices can be overcome by the 
creation of more wealth is deceptive and naive and unmind¬ 
ful of the lessons of history. Principles such as the 
stewardship of resources, self-reliance, elimination of 
inequalities in wealth and income, and people’s partici¬ 
pation in decision-making must be both starting points and 
goals of development, particularly for smaller nations. 

These lines are not to suggest that there are simple 
alternatives. There are no simple solutions nor any ready¬ 
made formulae. The desperate need is for new models of 
decision-making and accountability where human values and 
social goals rather than economic indicators are the basic 
points of reference. 

But even the most constructive and creative initia- 
, tives are finding difficulty in surviving; the entrenched 

powers are reacting with passion to any change in the 
present order, which gives them incredible privilege. 

The World Council of Churches' 5th Assembly stated 
that development must be understood essent ial ly as the 
struggle of the poor against the structures of domination 
and oppression which hinder their way to a better future. 

Though a just distribution of wealth, opportunities 
and power for all people is in the interest of all people, 
rich and poor alike, it is clearly counter to current 
trends. Economists all seem to agree that it is to every¬ 
one’s long-term benefit if the poor are uplifted, but this 
requires foregoing short-term gains in favour of long-term, 
equitable development. 

A participatory society, by definition, may require 
the exclusion of anti-democratic institutions, and it 
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appears that transnational corporations are inherently 
undemocratic as they plant themselves wherever they can 
profit from land, resources and labour. 


TOWARDS AN UNDERSTANDING OF THE CHURCHES’ ROLE 


The Church provides moral and community leadership. 

As such it has a responsibility to consider the effect that 
different forces have on the lives of God’s people. ' More 
than this, the church must cast its lot with the poor who 
are victims of wealth and power, and not with the elites 
who have wealth and power. This means to decide in favour 
of some and not others. But, Fr. Gustavo Gutierrez says, 
’’Univers al love is that which in solidarity with the 
oppressed seeks also to liberate the oppressors from their 
own power, from their ambition, and from their selfishness." 69 

The World Council of Churches' Commission on the 
Churches' Participation in Development has identified four 
goals to be pursued. The market is controlled by powers 
which have the force and the ability to operate freely to 
the detriment of the weak. First, there is a need to change 
the mechanisms which allow this. Second, there must be a 
promotion of the concept of self-reliance; third, social 
justice; and fourth, full participation in decision-making 
processes. By keeping these goals in mind a truly human 
society can genuinely be practised and realised. /u 

The present economic system will not last forever. 

There is little or nothing sacred about it. The gap between 
the rich and poor is evidence of the denial of God's will. 

The Bible insists that we deal with wrong economic and power 
relationships . The Exodus story reveals God as one who es- 
pecially loves and cares for the poor, and delivers them 
out of their poverty and oppression (Exodus 3:7-10, 6:2-5). 

God liberates then in order that they may be God’s people, 
serving God with their whole heart and life. (Exodus 22: 

25-27, Leviticus 19:9-10. 13-15, 25:35-38, Deut. 24:17-22). 

The prophets announced God's judgment because justice 
had been perverted and the rights of the poor denied. They 
proclaimed the hope of a future kingdom where peace, right¬ 
eousness and justice would abound in a new redeemed society 
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(Isaiah 11:15, 9:6-7, 61:1-2, Jeremiah 23:5-6, Ezekiel 34: 
17-24). 


The psalmists looked to a future in which justice for 
the poor would prevail, through the coming of the One who 
would establish justice. (Psalm 140:12, Psalm 146). "He 
rescues the poor who call to him, and those who are needy 
and neglected. He has pity on the weak and poor; He saves 
the lives of those in need. He rescues them from oppres¬ 
sion and violence; their lives are precious to Him." 

(Psalm 72:12-14). 

This is the prophetic voice with which the Church 
must speak. This prophetic voice will clash with the 
imperatives of profit-making. A corporate executive was 
asked why his corporation was involved with countries that 
had blatantly oppressive governments. (The question was 
asked in connection with a 1979 survey qn TNCs carried out 
by the Reman Catholic Archdiocese of Birmingham, England.) 

He replied: 

While Churchmen no doubt have a duty to apply their 
own moral standards to their dealing with the world 
community 3 an international trading organisation such 
as Hawker Siddeley whose sales to foreign countries 
represent more than half its turnover would go out of 
r business if it adopted such standards .' 1 

It will not be easy for the Church to opt for the 
poor because of its complicity in colonial history. This 
is a reality which the Church must accept, a burden it must 
assume, and a struggle it must continue. While Christianity 
has brought many positive values to the Pacific, the manner 
in which it entered the Pacific Islands and the use which 
has been and is being made of Christianity in rationalising 
colonialism and exploitation is an obstacle: 

That Christian ethical teaching has often provided 
legitimacy for triumphant economic systems and prac¬ 
tices goes a long way toward explaining the existence 
of "underdevelopment" in Africa 3 Asia 3 and. Latin 
America today. We cannot wish the past away; we 
must simply assume it and take on our present respons- 
- ibility to create more justice in history .^ 
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It is in assuming this responsibility and this struggle. 
that the Church will find its own liberation, its own life. 
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